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U.S.  POLICY  TOWARD  THE  MIDDLE  EAST 


TUESDAY,  FEBRUARY  2,  1993 

House  of  Representatives, 
Committee  on  Foreign  Affairs, 

Washington,  DC. 

The  committee  met,  pursuant  to  call,  at  10:05  a.m.  in  room  2172, 
Raybum  House  Office  Building,  Hon.  Lee  H.  Hamilton  (chairman) 
presiding. 

Chairman  Hamilton.  We  meet  in  open  session  to  discuss  U.S. 
policy  toward  the  Middle  East.  This  is  the  second  in  a  series  of 
hearings  the  committee  is  holding  to  review  key  foreign  policy  is- 
sues facing  the  United  States.^ 

Today  we  hear  from  Dr.  Lisa  Anderson,  Associate  Professor  of 
Political  Science  and  Director  of  the  Middle  East  Institute,  Colum- 
bia University;  Ambassador  Richard  Murphy,  former  Assistant  Sec- 
retary of  State  for  Near  Eastern  and  South  Asian  Affairs;  Dr.  Wil- 
liam Quandt,  Senior  Fellow,  The  Brookings  Institution;  and  Dr. 
Ken  Stein,  Associate  Professor,  Near  Eastern  History  and  Political 
Science,  Emory  University. 

We  are  interested,  of  course,  in  the  Middle  East  peace  process; 
the  situation  in  Iraq  and  Iran;  progress  toward  democracy  and  plu- 
ralism in  the  region;  Islamic  fundamentalism;  and  Middle  East 
arms  control. 

We  really  want  to  keep  the  focus  of  these  hearings  on  American 
policy:  What  is  most  important  for  Members  to  know  about  the 
Middle  East?  What  is  right  and  wrong  about  current  U.S.  policy? 
And  what  recommendations  do  you  have  for  our  policy? 

We  all  have  many  questions  we  want  to  raise  with  these  wit- 
nesses. I  want  to  say  to  the  Members  I  am  interested  in  keeping 
to  the  5-minute  rule.  Members  should  try  to  finish  asking  their 
questions  by  the  time  the  yellow  light  appears. 

When  the  red  signal  appears,  I  am  going  to  pass  you  a  note  to 
advise  you  that  your  time  has  expired. 

I  am  pleased  we  have  these  excellent  witnesses  with  us  today. 
Their  prepared  statements,  of  course,  will  be  entered  into  the 
record  in  full.  I  am  asking  them  also  to  keep  their  opening  remarks 
brief,  5  minutes  or  so,  if  possible;  and  then  we  will  turn  to  Mem- 
bers for  questioning. 

Mr.  Oilman. 


^The  first  hearing  in  this  series  appears  in  a  companion  volume,  "The  Future  of  U.S.  Foreign 
Policy  (Part  II):  Functional  Issues." 

(1) 


OPEND^G  STATEMENT  OF  CONGRESSMAN  GILMAN 

Mr.  Oilman.  Thank  you,  Mr.  Chairman.  I  just  want  to  take  the 
opportunity  to  thank  you  once  again  for  convening  this  series  of 
hearings  on  our  foreign  poHcy  and  today's  focus  on  tne  Middle  East 
is  an  area  which  poses  complex  problems  and  requires  unique  and 
sensitive  solutions.  I,  too,  want  to  welcome  our  witnesses  this 
morning,  some  of  whom  have  given  us  the  benefit  of  counsel  in  pre- 
vious subcommittee  and  committee  hearings. 

It  is  good  to  see  Ambassador  Murphy  back  with  us  once  again. 
I  know  the  committee  will  appreciate  having  these  witnesses'  in- 
sights. I  am  certain  their  perspectives  will  nelp  us  as  we  try  to 
seek  viable  and  lasting  solutions  to  the  many  challenges  facing  this 
part  of  the  world. 

I  hope  our  witnesses  will  give  us  their  frank  opinions  about  what 
direction  our  foreign  policy  should  be  taking  and  whether  there  are 
specific  issue  concerns  that  should  be  given  closer  scrutiny  in  the 
formulation  of  our  Nation's  policies. 

As  our  committee  continues  to  address  the  issues  facing  this  re- 
gion, I  am  certain  the  information  gathered  this  morning  will  be 
invaluable.  Accordingly,  Mr.  Chairman,  I  want  to  thank  our  wit- 
nesses for  giving  us  their  time  and  expertise. 

Thank  you,  Mr.  Chairman. 

Chairman  HAMILTON.  Thank  you  very  much,  Mr.  Oilman. 

We  will  begin  with  our  witnesses.  We  will  proceed  from  my  left 
to  right. 

Dr.  Quandt,  please  begin. 

STATEMENT  OF  WILLIAM  QUANDT,  SENIOR  FELLOW,  THE 
BROOKINGS  INSTITUTION 

Mr.  Quandt.  Thank  you  very  much,  Mr.  Chairman.  I  submitted 
a  written  statement.  I  will  not  read  it  here.  I  will  focus  my  brief 
comments  on  the  Arab-Israeli  peace  process. 

FAVORABLE  CIRCUMSTANCES  FOR  ARAB-ISRAELI  AGREEMENT 

I  would  like  to  start  by  saying  quite  strongly  that  the  new  ad- 
ministration comes  into  office  at  a  time  when  there  is  a  real  oppor- 
tunity for  moving  the  Arab-Israeli  conflict  toward  a  negotiated  set- 
tlement. Rarely  in  the  past  have  the  circumstances  surrounding 
the  Arab-Israeli  conflict  been  more  propitious  for  diplomatic  initia- 
tive. 

The  reasons  for  this  judgment  are  the  following  developments: 
First,  the  end  of  the  cold  war  has  really  changed  the  nature  of  the 
Arab-Israeli  conflict  in  a  way  that  makes  it  more  susceptible,  in  my 
judgment,  to  a  diplomatic  solution.  The  cold  war,  frankly,  made  it 
more  complex,  made  it  more  difficult,  and  made  it  more  dangerous 
to  conduct  Arab-Israeli  peace  diplomacy. 

Secondly,  the  defeat  of  Saddam  Hussein  and  Iraq  in  the  Oulf 
War  led  to  the  emergence  of  the  working  coalition  of  Arab  states 
that  included  Egypt,  Syria,  Saudi  Arabia,  and  has  more  recently 
been  joined  by  Jordan  and  the  Palestinians,  all  of  whom  are  seri- 
ously committed  to  negotiating  with  Israel.  That  is  an  unprece- 
dented degree  of  Arab  support  for  the  peace  process.  I  think  it  can 
be  turned  to  good  advantage. 


All  of  these  countries,  all  of  these  regimes,  at  least,  want  to  see 
the  conflict  with  Israel  resolved.  They  all  want  to  have  good  rela- 
tions with  the  United  States.  And  they  all  feel  threatened  by  the 
growing  power  of  Islamic  extremism. 

The  third  reason  for  my  relative  optimism  about  the  peace  proc- 
ess is  the  victory  last  summer  in  the  Israeli  elections  of  a  Labor- 
led  coalition  which  now  has  recommitted  Israel  to  the  underlying 
Erinciple  of  U.N.  Resolution  242  of  seeking  a  negotiated  settlement 
ased  on  the  exchange  of  land  for  peace. 

In  addition,  the  Rabin-led  government  has  agreed  to  slow  down 
settlement  activity  in  the  occupied  territories.  So  two  issues  that 
had  been  difficult  to  deal  with  in  the  past  are  at  least  more  man- 
ageable today. 

NEED  FOR  AMERICAN  LEADERSHIP 

Now,  had  it  not  been  for  our  presidential  elections  last  fall,  I 
think  a  high-level  American  effort  around  late  August  or  early  Sep- 
tember to  move  the  parties  forward  in  the  Arab-Israeli  peace  proc- 
ess would  have  been  warranted.  In  fact,  if  Secretary  of  State  Baker 
had  remained  on  his  job,  I  suspect  he  would  have  gone  back  to  the 
Middle  East  and  tried  to  bring  the  parties  to  at  least  preliminary 
agreements.  We  all  know  that  opportunity  was  missed.  Now  a  new 
administration  faces  the  immediate  challenge  of  just  getting  the 
parties  back  to  where  they  were  last  fall. 

I  believe  that  the  parties  to  the  negotiations  want  and  need 
American  leadership.  It  is  true  they  are  able  to  negotiate  directly 
under  the  Madrid  negotiating  formula.  And  yet  that  process  has 
not  yet  yielded  substantive  agreements,  and  I  don't  think  on  its 
own  it  will. 

The  reason  for  the  difficulty  of  bringing  the  negotiations  to  a  con- 
clusion through  the  Madrid  process  alone  is  that  decisions  in  the 
Middle  East,  and  perhaps  elsewhere  as  well,  are  not  made  by  nego- 
tiating teams.  Particularly  in  the  Middle  East,  most  of  the  regimes 
are  very  close  to  being  one-person  regimes,  one-man  regimes.  In 
the  case  of  Syria  or  Jordan  or  even  the  Palestinian  movement,  it 
is  pretty  clear  that  one  person,  or  a  very  small  number  of  people, 
make  the  key  decisions  and  those  are  not  the  people  who  are  rep- 
resented in  the  negotiating  teams  in  Washington.  Likewise  in  Is- 
rael. The  decisions  are  going  to  be  made  by  the  Prime  Minister,  not 
by  his  negotiators  in  Washington. 

So  at  a  minimum,  a  supplementary  track  to  the  existing  diplo- 
macy needs  to  be  opened  up  and  I  believe  an  American  mediating 
role  will  be  necessary  for  that  to  happen. 

The  political  leaders,  as  much  as  they  may  want  a  peace  settle- 
ment and  want  to  communicate  directly  with  one  another,  are 
under  considerable  pressure  from  forces  within  their  own  societies, 
within  their  own  governments  sometimes  who  oppose  the  peace 
process.  They  do  not  feel  that  they  can  make  far-reaching  conces- 
sions to  their  historic  enemies.  This  leads  to  a  certain  rigidity  in 
the  negotiating  framework. 

Each  party  is  inclined  to  say  if  the  other  is  prepared  to  move, 
then  we  might  reconsider  our  own  positions;  but  we  will  not  make 
any  concessions  up-front.  Now,  in  that  kind  of  a  situation  where 
the  parties  themselves  are  reluctant  to  move,  I  believe  a  mediator 


is  needed  in  order  to  break  the  logjam.  Historically  the  Arab-Israeli 
conflict  moved  toward  settlement  only  when  an  active  mediator 
moved  between  the  parties  trying  to  find  areas  of  compromise  be- 
tween them,  offering  suggestions,  nelping  to  bridges  the  gaps. 

This  is  not  a  call  for  an  American  blueprint.  We  do  not  nave  the 
wisdom  to  impose  a  design  that  would  be  satisfactory  to  all  the 

garties  to  the  Arab-Israeli  conflict;  but  our  goal  should  be,  and  I 
elieve  is,  to  get  the  parties  to  agree  to  terms  of  a  settlement  that 
will  provide  the  basis  for  long-term  stability.  This  requires  that  our 
role  De  more  than  that  of  a  mailman.  We  cannot  just  pass  messages 
back  and  forth;  and  our  role  is  considerably  less  than  that  of  the 
designer  of  the  overall  settlement.  I  would  say  what  is  needed  is 
an  American  mediation  or  mediator  who  offers  ideas  and  has  influ- 
ence. 

BENEFITS  TO  U.S.  OF  PEACE  AGREEMENT 

Why  should  we  bother?  Why  is  the  Arab-Israeli  issue  of  such  im- 
portance for  the  United  States?  There  are,  after  all,  many  issues 
in  the  world  that  demand  our  attention.  I  would  argue  that  first 
we  made  a  commitment  as  part  of  the  Camp  David  Accords  to  be 
a  full  partner  in  the  search  for  a  comprehensive  Arab-Israeli  peace 
settlement.  We  made  that  commitment  in  writing.  I  think  it  was 
a  serious  commitment  at  the  time  and  should  be  taken  seriously 
now. 

We  wasted  a  lot  of  time  in  the  1980's.  Perhaps  the  circumstances 
were  not  ripe,  but  nothing  was  really  achieved  in  terms  of  a  break- 
through in  Arab-Israeli  peacemaking.  President  Bush  and  Sec- 
retary of  State  Baker  did  succeed  in  setting  the  stage  for  bringing 
the  parties  back  to  the  negotiating  table.  Now  I  think  the  Clinton 
administration  has  an  opportunity  to  move  from  formal  negotia- 
tions toward  actual  agreements. 

Success  in  the  negotiating  process,  even  if  just  partial,  can  help 
to  bolster  moderate  forces  in  the  Middle  East.  Success  in  the  Arab- 
Israeli  peace  process  could  help  to  slow  the  arms  race  in  the  region 
and  the  rush  for  weapons  of  mass  destruction.  Failure,  I  believe, 
could  be  costly,  adding  to  the  region's  instability  and  straining  our 
relations  with  a  whole  host  of  countries  with  which  we  now  nave 
friendly  relations. 

Let  me  simply  conclude  by  saying  that  I  assume  we  will  find  a 
quick  solution  to  the  immediate  roadblock  in  the  path  of  the  nego- 
tiations. The  issue  of  the  deportees  has  been  a  problem.  The  news 
from  yesterday  suggests  we  are  on  our  way  to  finding  a  solution. 

I  don't  intend  to  dwell  on  how  that  should  be  resolved  but  it  cer- 
tainly should  not  be  allowed  to  prevent  the  negotiators  from  getting 
back  to  the  table  as  soon  as  possible. 

The  last  point  I  would  like  to  say  is  I  think  we  need  to  recognize, 
and  I  am  sure  my  colleagues  among  the  witnesses  will  emphasize 
this  even  more,  that  the  Middle  East  is  going  through  very  rapid 
changes.  There  are  new  challenges  on  the  horizon.  There  is  a  prob- 
lem of  proliferation  of  weapons  of  mass  destruction  in  the  area;  the 
overarming  of  this  region.  There  is  a  problem  of  the  weakness  of 
most  of  the  regimes  in  the  area. 

Things  could  change  very  rapidly  if  one  or  the  other  leader  in  the 
region      were      to      disappear.      The      region      is      plagued      by 


underperformance  of  governments  in  the  economic  sphere,  in  the 
social  sphere,  in  the  political  sphere.  There  is  a  serious  challenge 
from  opposition  elements,  particularly  those  waiving  the  banner  of 
radical  Islam. 

The  Arab-Israeli  peace  process  will  not  solve  all  of  these  pending 
challenges  but  will  put  us  in  a  better  position,  along  with  our 
friends  in  the  region,  to  deal  with  the  new  agenda  of  challenges  in 
the  Middle  East.  If  you  doubt  that  proposition,  try  to  imagine  how 
we  would  have  dealt  with  Iraq's  invasion  of  Kuwait  if  Egypt  and 
Israel  had  not  been  at  peace. 

The  Arab-Israeli  peace  effort  is  no  longer,  in  my  judgment,  the 
central  issue  in  the  region.  Maybe  it  never  was.  But  it  still  is  the 
central  issue  we  are  involved  with  in  a  constructive  way,  where  we 
are  trying  to  improve  a  situation  and  bring  a  longstanding  conflict 
toward  a  diplomatic  settlement.  I  think  there  is  a  chance  of  suc- 
cess, but  time  should  not  be  wasted. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  of  Mr.  Quandt  appears  at  the  conclu- 
sion of  the  hearings.] 

Chairman  Hamilton.  Thank  you.  Dr.  Quandt. 

Without  objection,  the  Chair  will  include  in  the  record  testimony 
submitted  by  the  Americans  for  Peace  Now.^ 

Professor  Stein. 

STATEMENT  OF  KEN  STEIN,  ASSOCIATE  PROFESSOR  OF  NEAR 
EASTERN  HISTORY  AND  POLITICAL  SCIENCE,  AND  DIREC- 
TOR, MIDDLE  EAST  RESEARCH  PROGRAM,  EMORY  UNIVER- 
SITY 

Mr.  Steen,  I  appreciate  being  here  today. 

If  I  may,  I  would  like  to  build  upon  what  Dr.  Quandt  has  just 
left  us  with:  that  is,  that  the  region  is  plagued  by  many,  many 
more  issues  than  just  the  Arab-Israeli  conflict.  Crafting  our  foreign 
policy  toward  this  region  comes  at  a  very  interesting  time  in  our 
history  and  in  the  history  of  the  region. 

END  OF  COLD  WAR  IN  THE  MIDDLE  EAST 

We  are  at  the  juncture  in  which  there  is  the  end  of  the  cold  war, 
not  only  between  us  and  Moscow  but  the  end  of  the  cold  war  in  the 
Middle  East;  we  find  ourselves  at  the  beginning  of  the  end  of  the 
conflict.  We  have  to  begin  thinking  about  making  foreign  policy  to- 
ward the  region  where  we  are  not  consumed  by  the  Arab-Israeli 
conflict,  but  focused  on  many  other  issues. 

What  is  interesting  for  the  United  States  is  the  cold  war  and  the 
Arab-Israeli  conflict  both  truncated  the  natural  historical  evolution 
in  the  Middle  East.  They  truncated  the  experiment  in  the  late  for- 
ties with  democracy;  they  truncated  the  experiment  with  Islamic 
fundamentalism  in  Egypt;  and  both  these  issues,  issues  of  democ- 
racy and  issues  of  Islamic  fundamentalism  are  appearing  again,  in 
part,  because  the  cold  war  is  over.  The  deflection  of  time,  oppor- 
tunity and  investment  in  both  has  now  come  to  a  conclusion  or  is 
coming  to  a  rapid  conclusion. 


•The  statement  referred  to  appears  at  the  concliasion  of  the  hearings. 


When  we  had  the  cold  war  in  the  Middle  East,  we  had  Arab 
States  who  consistently  and  regularly  decided  that  it  was  better  to 
play  off  one  superpower  against  the  other.  The  end  of  the  cold  war 
in  the  Middle  East  means  they  are  going  to  have  to  shoulder  .great- 
er responsibility  themselves.  Blaming  a  superpower  for  failure  to 
accomplish  a  goal  has  virtually  ended.  Blaming  external  powers  for 
internal  shortcomings  will  be  less  marketable  to  domestic  constitu- 
encies because  populations  are  much  more  literate,  much  more 
aware,  much  more  eager  to  have  their  domestic  problems  solved. 

I  would  also  argue,  Mr.  Chairman,  during  the  cold  war  and  dur- 
ing the  Arab-Israeli  conflict,  Arab  political  leaders  were  able  to  use 
Israel's  presence  as  a  lightning  rod  for  political  mobilization.  That, 
too,  is  coming  to  a  conclusion.  Correspondingly,  Israeli  leaders  were 
able  to  use  Arab  rejection  of  the  Jewish  State  as  a  means  to  weld 
internal  cohesion  and  seek  to  broaden  external  support  for  the  sus- 
tenance of  Israel's  existence. 

ARAB  WORLD  IN  TRANSITION 

Today  in  the  Middle  East,  Mr.  Chairman,  many  traditions  are 
becoming  unhinged  within  the  Arab  world.  The  family,  the  village, 
methods  of  governance,  gender  roles,  respect  for  elders,  and  a  re- 
definition of  relations  with  the  West.  While  new  rules  of  behavior 
have  not  yet  fully  crystallized,  the  region's  people  are  in  profound 
transition,  seeking  answers  that  reflect  both  customary  values  and 
nontraditional  standards. 

At  one  extreme  there  is  the  proud  support  of  rich  political  and 
religious  cultures  that  stress  solidarity  in  a  common  outlook,  ethnic 
unity  and  defense  of  the  community.  At  the  other  end  of  the  spec- 
trum is  the  blasting  intrusion  of  westernizing  values  of  social  be- 
havior that  assert  the  validity  of  criticism,  defense  of  separate  in- 
terests, and  promotion  of  individual  rights. 

For  most  Middle  Eastern  Arabs,  answers  are  not  definitive.  Some 
want  to  make  peace  with  Israel.  Others  find  the  prospect  abhor- 
rent. Some  condemn  the  allied  air  attacks  against  Iraq  as  intended 
to  retard  Arab  scientific  development  and  to  deny  the  emergence 
of  Arab  power;  others  laud  the  aggression  because  they  fear  Sad- 
dam Hussein's  hegemonic  interests  are  pervasive. 

Both  Egypt  and  Kuwait  were  disappointed  by  the  January  1993 
allied  air  attacks  against  Iraq:  Egypt  found  them  too  heavy-hand- 
ed, Kuwait  found  them  insufficient.  Some  people  accept  Islam  as  a 
platform  for  political  mobilization;  others  dread  the  prospect  that 
individual  freedoms  will  be  abridged  by  Islamic  beliefs. 

At  the  end  of  the  cold  war  and  at  the  end  of  the  Arab-Israeli  con- 
flict, I  believe  that  we  have  a  unique  opportunity  because  the  Unit- 
ed States  is  perceived  as,  one,  being  the  key  beacon  for  democracy 
and  democratic  values;  two,  we  have  proven  that  we  will  deliver 
our  forces  if  necessary  into  the  region  to  protect  the  stability  of  the 
Arab  states;  three,  we  remain  committed  in  a  bulwark  fashion  to 
a  long-term  commitment  to  the  State  of  Israel. 

The  three  of  these  axioms  could  be  continued  after  the  end  of  the 
cold  war  and  after  the  end  of  the  Arab-Israeli  conflict,  which  Dr. 
Quandt  spoke  about  earlier. 


BUILDING  ON  SUCCESS  OF  PEACE  PROCESS 

I  believe  it  is  very  essential  for  us  to  understand  that  we  have 
had  more  success  in  our  foreign  policy  in  the  last  45  years  at  the 
eastern  end  of  the  Mediterranean  than  we  have  had  perhaps  in  the 
Persian  Gulf  We  have  been  successful  in  welding  together  an 
Arab-Israeli  peace  process,  a  negotiating  process  based  upon  U.N. 
Resolution  242,  but  we  have  been  less  successful  in  maintaining 
stability  at  the  northern  end  of  the  Gulf  Perhaps  it  has  been  more 
distant  from  us,  perhaps  because  we  haven't  been  as  involved  in  it, 
and  perhaps  because  our  interest  in  it  has  more  to  do  with  our  nat- 
ural resources  than  the  compatibility  of  moral  values. 

That  leaves  us  with  the  conclusion  that  our  successes  in  the  Mid- 
dle East  peace  process  should  be  built  upon.  Forty  years  ago,  if  I 
am  not  mistaken,  Alan  Dulles  would  have  had  little  time  to  speak 
to  Nasser  or  he  to  him. 

Twenty  years  ago,  President  Sadat's  adviser  couldn't  get  Henry 
Kissinger's  attention  to  talk  about  a  negotiated  settlement  before 
the  1973  war.  This  past  weekend.  President  Mubarak's  political  ad- 
viser was  in  Washington  talking  about  a  plethora  of  issues,  includ- 
ing how  to  resolve  the  deportation  problem. 

We  have  come  a  long  distance  in  building  this  relationship  be- 
cause we  have  good  bilateral  relations  with  Arab  states  and  should 
continue  to  build  on  that  relationship  with  Egypt,  and  also  with 
Jordan  and  with  Syria,  and  ultimately  with  Lebanon  as  well. 

Certainly  we  have  reason  to  believe  the  Syrians  are  more  willing 
today  to  enter  an  arrangement  with  the  Israelis.  We  have  reason 
to  believe  the  Jordanians  are  interested  in  moving  forward  to  cure 
some  of  their  social  and  economic  problems  at  home. 

FINANCIAL  SUPPORT  FROM  ALLIES 

I  think  it  behooves  the  United  States  to  be  prepared  to  support 
that  process.  We  cannot  do  it  alone  in  terms  of  financing. 

I  think  we  have  to  call  upon  the  Japanese.  We  have  to  call  upon 
the  countries  of  the  Pacific  Rim.  We  have  to  call  upon  the  Euro- 
pean countries  to  play  a  role,  ante  up,  provide  these  countries  loan 
guarantees,  whatever  they  need  for  the  capital  development. 

For  certainly  we  understand  that  it  is  the  naysayers  in  the  politi- 
cal process,  those  people  who  receive  support  from  a  fear  of  having 
their  economic  well-being  not  advanced,  those  are  the  very  same 
people  who  support  Islamic  fundamentalism  or  Islamic  extremism. 
It  is  in  our  interest  to  provide  economic  support  and  assistance  to 
these  countries  in  order  to  take  away  some  of  the  steam  of  recruit- 
ment many  Islamic  fundamentalist  groups  now  have  in  many  of 
the  countries  of  the  Mideast. 

NEW  KINDS  OF  INTERVENTION  IN  MIDDLE  EAST 

In  conclusion,  I  think  we  have  a  important  commitment  to  dem- 
onstrate our  democratic  ideals  to  the  Middle  East  but  not  as  War- 
ren Christopher  said  at  his  confirmation  hearings  on  January  14, 
it  is  not  up  to  us  to  create  democracy  in  regions  of  the  world  where 
the  political  cultures  may  not  be  appropriately  adept  at  accepting 
it.  Individual  freedoms  in  the  Middle  East  are  ideals,  values  that 
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are  subscribed  to  and  are  wanted.  We  should  continue  to  move  for- 
ward in  that  direction. 

But  we  have  to  be  prepared — and  I  will  conclude  with  this — to 
think  about  new  kinds  of  intervention  in  the  Middle  East  that  is 
not  necessarily  physical  intervention.  What  happens  if  we  are  in  a 
position  where  Islamic  fundamentalists  or  extremists  threaten  the 
very  regime  of  Hosni  Mubarak  in  Egypt? 

What  are  we  going  to  do  as  a  country?  How  will  we  respond? 

What  shall  we  do  if  the  Jordanian  Government  decides  the  par- 
liamentary elections  scheduled  for  this  coming  August  should  be 
postponed  for  they  fear  an  Islamic  regime,  Islamic  parties  will  take 
control  over  the  parliament? 

Should  we  wag  a  finger  at  King  Hussein  for  trying  or  be  patient 
with  him  as  he  tries  to  push  his  pioneering  experiment  in  democ- 
racy forward? 

I  think  we  have  to  be  very  careful  in  our  judgments.  We  have 
to  be  aware  that  these  countries  are  making  an  effort  in  moving 
toward  democratic  ideas,  if  not  toward  democracy;  and  I  think  we 
have  to  be  prepared  to  ask  our  allies  to  play  their  role  and  shoulder 
their  responsibility  as  they  did  during  the  Gulf  War. 

Thank  you  very  much,  Mr.  Chairman. 

Chairman  Hamilton.  Thank  you,  Professor  Stein. 

[The  prepared  statement  of  Mr.  Stein  appears  at  the  conclusion 
of  the  hearings.] 

STATEMENT  OF  LISA  ANDERSON,  ASSOCIATE  PROFESSOR  OF 
POLITICAL  SCIENCE  AND  DIRECTOR  OF  THE  MIDDLE  EAST 
INSTITUTE,  COLUMBIA  UNIVERSITY 

Chairman  Hamilton.  Professor  Anderson. 

SHAPING  THE  FUTURE  OF  THE  MIDDLE  EAST 

Ms.  Anderson.  As  the  end  of  the  20th  century  approaches,  the 
United  States  enjoys  unparalleled  opportunities  to  shape  the  future 
of  the  Middle  East.  Until  very  recently,  American  policy  in  the  re- 
gion was  largely  a  reflection  of  the  imperatives  of  the  cold  war,  but 
the  demise  of  the  Soviet  Union  has  prompted  reexamination  of 
American  purposes  there. 

Freed  from  the  requirement  of  constant  vigilance  against  Soviet 
aggression,  the  United  States  may  now  go  beyond  merely  protect- 
ing the  peoples  of  the  Middle  East  to  helping  improve  their  lives. 
This  opportunity  is  not  without  its  dangers,  but  for  the  reasons  of 
both  expedience  and  principle,  we  have  no  real  choice  but  to  seize 
it. 

I  would  like  to  take  up  some  of  the  themes  with  which  Professor 
Stein  ended  his  remarks. 

With  the  end  of  the  era  of  European  imperialism  at  the  close  of 
the  Second  World  War,  the  United  States  took  on  the  role  of  prin- 
cipal outside  power  in  the  Middle  East.  Having  had  little  direct 
contact  with  the  area  previously,  the  United  States  defined  its  in- 
terests there  narrowly  to  include  only  three  significant  concerns: 
Continued  access  to  assured  and  affordable  supplies  of  oil,  mainte- 
nance of  the  security  of  Israel,  and  prevention  of  Communist  sub- 
version and  Soviet  expansion. 


During  the  decades  that  followed,  there  was  debate  about  the 
merits  of  these  aims  and  about  the  measures  taken  to  secure  them. 
The  continuing  hostility  to  Israel  on  the  part  of  the  Arab  states,  in- 
cluding the  world's  major  oil-producers,  meant  that  the  first  two  of 
the  American  aims — the  security  of  both  oil  supplies  and  Israel — 
were  sometimes  difficult  to  reconcile.  The  overwhelming  priority  of 
the  third  goal,  the  limitation  of  Soviet  influence,  permitted  the 
United  States  to  postpone  fully  satisfying  any  of  the  parties  to  the 
Arab-Israel  conflict;  however,  for  as  long  as  the  Middle  East  was 
a  vital  arena  of  cold  war  competition,  local  preoccupations  would  be 
subordinated  to  the  global  conflict. 

By  and  large,  the  instruments  used  to  further  these  interests  re- 
flected the  priority  of  security  concerns,  and  military  aid  and  sales 
played  a  large  role  in  American  relations  with  the  states  of  the 
Middle  East. 

CONSEQUENCES  OF  POLITICS  OF  EXPEDIENCE 

The  end  of  the  cold  war  and  the  dissolution  of  the  Soviet  Union 
reopened  these  local  preoccupations.  Although  limitation  of  Soviet 
influence  soon  became  moot,  the  other  two  of  the  original  American 
interests — access  to  oil  and  security  of  Israel — continued  to  be  im- 
portant, as  the  current  definition  of  the  region's  "hot-spots" — the 
Persian  Gulf  and  the  Arab-Israel  arena — indicates.  As  the  cold  war 
ended,  the  Bush  administration  adopted  a  pragmatic  approach  in 
the  Middle  East:  Old  friends  were  not  abandoned  without  cause, 
and  help  in  advancing  one  or  both  of  the  remaining  American  in- 
terests was  rewarded.  Thus,  countries  that  helped  insure  continued 
Western  access  to  Gulf  oil  through  their  cooperation  in  the  coalition 
against  Iraq  or  that  aided  in  enhancing  Israel's  security  by  partici- 
pating in  the  peace  talks  begun  in  Madrid  were  viewed  with  favor. 

This  politics  of  expedience  aided  in  creating  convenient  political 
alliances  but  it  had  the  disquieting  effect  of  enhancing  the  stature 
of  some  old  foes,  including  the  reprehensible  regime  in  Syria,  and 
undermining  the  position  of  some  old  allies,  such  as  the  far  more 
liberal  Governments  of  Tunisia  and  Jordan,  without  a  consistent  or 
principled  rationale.  Moreover,  now  that  the  challenges  to  regional 
security  no  longer  include  extra-regional  military  threats,  it  is  not 
self-evident  that  the  most  effective  instruments  for  guaranteeing 
American  interests  are  the  old  standbys  of  increased  military  aid 
and  military  intervention.  As  the  outcome  of  Gulf  War  suggests, 
the  dilemmas  posed  by  Saddam  Hussein's  Iraq  to  both  the  stability 
of  the  Gulf  and  the  prospects  for  Arab-Israel  peace  may  not  be 
amenable  to  simple  military  solutions. 

The  end  of  the  Soviet  menace  has  meant  that  the  United  States 
must  reassess  both  the  criteria  by  which  it  defines  its  friends  and 
foes  and  the  means  by  which  it  encourages  approaching  those 
standards  in  the  Middle  East. 

CHALLENGES  FACING  MIDDLE  EAST  GOVERNMENTS 

The  challenge  is  particularly  significant  in  the  Middle  East  today 
because  many  of  the  region's  governments — friend  and  foe  alike — 
are  marked  not  only  by  remarkable  records  of  abuses  of  their  own 
people  but  also  by  increasingly  tenuous  holds  on  power.  If  we  do 
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not  reassess  our  policy  in  a  number  of  countries,  we  risk  being  as- 
sociated not  only  with  tyrants  but  with  losers. 

The  governments  face  burgeoning  populations  whose  education  is 
poor,  whose  employment  prospects  are  dismal,  but  whose  aspira- 
tions are  limitless.  These  disafTfected  voung  people  are  the  constitu- 
ents of  the  Islamist  movements  that  nave  appeared  throughout  the 
Middle  East  to  threaten  the  regimes  now  in  power. 

The  incumbent  governments  are  right  to  be  worried  about  these 
movements.  Islamists  openly  call  for  the  replacement  of  rulers 
they — accurately — describe  as  corrupt  and  unjust.  In  response,  the 
governments,  appeal  to  outside  powers  to  protect  them  from  revolts 
among  their  own  people,  characterizing  the  Islamist  movements 
not  as  symptoms  of  their  own  failures  but  as  manifestations  of  a 
dangerous  international  movement  bent  on  destabilizing  the  re- 
gion. 

Indeed,  in  ironic  and  hardly  unintended  echoes  of  the  past,  the 
Islamists  are  frequently  characterized  by  those  they  challenge  in 
language  virtually  identical  to  that  once  used  to  describe  com- 
munism: Internationalist,  revolutionary,  fanatical,  totalitarian, 
anti-American. 

Tempting  as  it  is,  we  should  be  careful  not  to  take  these  descrip- 
tions at  face  value.  As  political  movements,  Islamist  causes  are 
very  varied. 

RULING  ORDER  MAY  NOT  SERVE  U.S.  INTERESTS 

Insofar  as  the  United  States  has  supported  the  ruling  order  in 
much  of  the  Middle  East,  Islamic  movements  have  often  opposed 
American  positions,  but  where  common  enemies  have  encouraged 
making  common  cause,  as  against  the  Soviet  invasion  of  Afghani- 
stan, Islamist  movements  have  had  no  difficulty  cooperating  with 
the  United  States. 

There  are  certainly  points  of  political  theory  upon  which  many 
Islamists  and  many  Americans  would  disagree,  but  what  brings 
Islamist  movements  into  overt  political  conflict  with  the  United 
States  is  American  support  of  governments  they,  and  many  others, 
consider  despotic. 

Thus,  what  Americans  must  ask  themselves  is  not  whether  the 
Islamist  movements  threaten  some  historically  friendly  regimes,  for 
they  clearly  do,  but  whether  these  increasingly  fragile,  and  often 
increasingly  oppressive,  regimes  any  longer  serve  American  inter- 
ests. Now  that  anticommunism  is  no  longer  a  useful  litmus  test,  in 
other  words,  we  must  ask  what  we  expect  of  those  we  call  our 
friends. 

Without  preempting  what  should  be  a  long  and  open  debate 
about  American  foreign  policy  in  general,  I  think  it  is  fair  to  say 
we  have  an  opportunity  now  to  return  to  the  basis  of  our  original 
abhorrence  of  communism  and  renew  our  commitment  to  democ- 
racy and  human  rights  around  the  world,  including  the  Middle 
East.  To  qualify  for  American  aid,  protection  and  patronage,  gov- 
ernments must  become  more  accountable  and  less  predatory  to- 
ward their  own  people. 

Both  expedience  and  principle  dictate  that  we  discriminate  not 
on  the  basis  of  cold  war  friendships  and  favors.  There  are  many  ob- 
jections raised  by  those  who  fear  change  in  the  Middle  East  to  the 
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reforms  implied  in  American  advocacy  of  human  rights  and  demo- 
cratic change.  Two  are  particularly  troubling  to  American  policy- 
makers and  I  would  like  to  examine  these  in  closing. 

DEMOCRATIC  POLITICS  AND  ISLAMIST  MOVEMENTS 

First,  as  the  governments  of  the  region  repeatedly  point  out, 
many  of  the  parties  and  movements  that  would  benefit  from  the  ex- 
tension of  human  rights  and  the  establishment  of  democratic  insti- 
tutions, particularly  but  not  exclusively  the  Islamist  movements, 
are  avowedly  or  tacitly  undemocratic.  Were  they  permitted  a  larger 
public  role,  it  is  said,  they  would  undermine  respect  for  human 
rights  and  democracy. 

This  assessment  of  the  oppositions  may  be  true,  but  since  all  but 
one  or  two  of  the  incumbent  regimes  in  the  Middle  East  are  them- 
selves avowedly  or  tacitly  antidemocratic  it  is  not  a  particularly 
telling  indictment.  Moreover,  there  is  considerable  liberal  political 
opinion  in  the  Middle  East  which  deserves  a  far  better  hearing 
than  it  has  thus  far  gotten;  the  governments  of  the  Middle  East 
should  be  urged  to  attend  to  their  own  policies  and  practice  before 
accusing  others  of  failure  to  respect  human  rights  or  democracy. 

Just  as  the  "campaign  rhetoric"  of  the  governments  requires  a 
skeptical  hearing,  that  of  their  opponents  should  not  be  taken  at 
face  value.  One  must  assume,  that  many  of  the  opposition  parties 
and  movements  in  the  Middle  East,  leftist  as  well  as  Islamist,  will 
make  extravagant  claims  for  themselves  knowing  that  they  will  not 
be  held  accountable  for  them. 

Particularly  in  circumstances  where  democracy  has  been  until  re- 
cently only  a  theoretical  exercise,  the  claims  of  its  practitioners — 
positive  and  negative — will  have  to  be  measured  by  their  perform- 
ance. This,  of  course,  requires  giving  untried  parties  an  opportunity 
to  perform,  and  implies  that  the  United  States  should  have  regular 
contacts  with  the  political  opposition  in  these  countries  so  as  to  en- 
courage respect  for  democratic  competition  by  all  parties. 

Our  interests  are  not  served  by  obedience  to  the  wishes  of  gov- 
ernments who  would  keep  up  the  pretense  that  they  alone  can  di- 
vine the  desires  of  their  people. 

DEMOCRATIC  POLITICS  AND  U.S.  FOREIGN  POLICY  INTERESTS 

In  general,  though,  we  run  the  risk  in  encouraging  democratic 
political  competition  of  giving  voice  and  eventually  power  to  posi- 
tions and  groups  with  whom  we  disagree. 

After  all,  there  was  a  strong  and,  to  the  United  States  disturb- 
ing, correlation  in  the  Arab  world  between  the  extent  of  domestic 
political  liberalization  and  the  level  of  opposition  to  American  pol- 
icy in  the  recent  Gulf  War.  Hence  from  the  point  of  view  of  the 
United  States — and  this  brings  me  to  the  second  objection  to  a  pol- 
icy of  encouraging  respect  for  human  rights  and  democratic 
change — democratic  politics  may  well  produce  undesirable  foreign 
policy  results. 

Uncertainty  is  a  cornerstone  of  democratic  policies.  So  too,  how- 
ever, is  the  opportunity  of  citizens  to  assess  how  well  their  inter- 
ests are  served  by  policy,  and  over  time,  such  assessments  usually 
prove   quite   predictable.    New   democracies    will    probably   exhibit 
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wider  swings  in  policy  than  do  their  established  counterparts  as 
the  acceptable  boundaries  of  such  policies  are  explored. 

As  they  become  more  strongly  rooted,  however,  democracies  are 
far  more  likely  than  authoritarian  governments  to  pursue  moderate 
and  peaceable  foreign  relations.  Ultimately  American  interests,  in- 
cluding both  assured  access  to  oil  and  the  continued  security  of  Is- 
rael, will  be  far  better  guaranteed  in  a  region  where  citizens  can 
speak  their  minds  freely,  where  candidates  for  office  must  explain 
their  policies  openly,  and  where  defeated  governments  will  leave  of- 
fice peacefully.  The  solution  to  the  concern  about  the  instability  of 
new  democracies  is  to  permit  them  to  grow  into  old,  established  de- 
mocracies, not  to  prevent  their  emergence  altogether. 

We  must  expect,  of  course,  that  democratic  politics  will  some- 
times produce  governments  who  see  their  own  countries'  interests 
better  served  in  opposition  to  American  interests  or  policy  than  in 
consonance.  The  temptation  to  wish  for  (or  even  to  be  content  with) 
regimes  that  are  no  more  than  pliable  clients  is  a  very  strong  one, 
particularly  for  a  superpower.  Although  all  the  available  evidence 
suggests  that  in  the  long  run  democracies  are  more  stable,  mod- 
erate, and  liberal  in  their  foreign  policies,  that  run  may  seem  very 
long  to  policymakers  who  must  explain  why  we  should  support 
democratic  politics  even  when  it  may  produce  temporarily  recal- 
citrant or  hostile  governments. 

The  answers  to  this  objection  seem  to  me  to  be  fairly  straight- 
forward. In  the  first  place  it  is  a  question  of  expediency:  If  we  do 
not  encourage  reform  now,  we  will  be  witness  to  revolution  mir- 
acles. 

We  cannot  expect  countries  with  virtually  no  experience  in  de- 
mocracy to  adopt  it  wholesale  and  overnight.  We  must  be  willing 
to  work  closely  with  governments  that  are  initiating  reform  toward 
greater  citizen  rights  and  government  accountability,  just  as  we 
must  be  prepared  to  oppose,  by  both  word  and  deed,  any  reversals 
in  this  process  or  erosion  of  respect  for  human  rights  and  respon- 
sible government. 

Finally,  however,  we  must  make  explicit  our  stand  on  principle. 
We  must  risk  temporary  difficulties  for  the  long-term  gain  of  great- 
er freedom  and  justice  elsewhere  in  the  world  both  because  we  do 
in  fact  believe  that  democracy  is  ultimately  a  better  form  of  govern- 
ment than  the  alternatives,  and  because  we  are  committed  to  mak- 
ing the  world  a  more  peaceful  place  to  live  not  only  for  ourselves 
but  for  our  children. 

Thank  you,  Mr.  Chairman. 

Chairman  Hamilton.  Thank  you,  Professor  Anderson. 

[The  prepared  statement  of  Ms.  Anderson  appears  at  the  conclu- 
sion of  the  hearings.! 

STATEMENT  OF  HON.  RICHARD  MURPHY,  FORMER  ASSISTANT 
SECRETARY  FOR  NEAR  EASTERN  AND  SOUTH  ASIAN  AF- 
FAIRS, DEPARTMENT  OF  STATE 

Mr.  Murphy.  Professor  Anderson  and  I  share  residence  in  the 
city  of  New  York.  I  think  what  I  am  about  to  say  is  an  example 
of  the  diversity  of  opinion  in  the  city  of  New  York. 

I  will  submit  my  statement  for  the  record.  I  will  confine  my  re- 
marks to  the  Persian  Gulf. 
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U.S.  DOMINANCE  IN  PERSIAN  GULF 

In  the  Gulf,  the  United  States  has  ironically  broken  with  its 
former  dictum  we  would  oppose  domination  of  the  Gulf  region  by 
any  single  power.  We  have  become  that  power  and  now  we  have 
to  accept  the  consequences  of  that  fact. 

Although  we  shun  the  role  of  world  policeman,  we  are  nonethe- 
less committed  to  play  the  policeman's  role  in  the  Gulf  in  order  to 
ensure  accessibility  oi  the  region's  energy  sources.  We  cannot  shirk 
a  responsibility  which  we  nominally  assumed  from  Britain  in  1971 
but  which  we  carried  out  pretty  much  on  the  cheap  until  Desert 
Storm  and  its  aftermath. 

We  will  have  to  be  able  to  implement  this  policy  with  consider- 
able firmness  coupled  with  sensitivity  to  the  national  pride  of  re- 
gional peoples  and  leaders.  We  must  also  maintain  a  balance  be- 
tween our  arms  sales  programs  and  efforts  to  slow  the  regional 
arms  race. 

To  play  this  role  requires  us  to  accept  it  will  be  unpopular  with 
both  Iraq  and  Iran.  Their  history,  size  and  resentment  of  foreign 
involvement  in  the  Gulf  and  in  Gulf  security  matters  will  inevi- 
tably lead  them  to  resent  and  challenge  us  no  matter  who  rules  in 
Baghdad  or  Tehran. 

My  understanding  of  current  U.S.  policy  toward  the  Gulf,  Iraq, 
and  Iran  is  we  have  no  ambition  either  to  build  up  or  play  off 
Baghdad  and  Tehran  against  one  another  in  order  to  restore  a  bal- 
ance of  power  comparable  to  what  existed  in  the  1970's. 

LACK  OF  COMMITMENT  TO  ARMS  RESTRAINT 

I  further  understand  we  are  continuing  to  seek  the  requisite  ac- 
cess to  the  Arab  Gulf  states  to  play  our  security  role.  How  could 
our  Gulf  policy  be  improved?  First  and  foremost,  we  have  deployed 
an  inadequate  effort  aimed  at  controlling  the  arms  race  in  the  re- 
gion. 

The  previous  administration  was  notably  deficient  on  this  score. 
It  was  far  more  interested  in  making  arms  sales  than  in  stimulat- 
ing serious  regional  thinking  about  slowing  the  arms  race,  whether 
it  be  in  the  Arab-Israeli  conflict  or  in  the  Persian  Gulf. 

Secondly,  and  this  may  strike  you  as  a  detail,  but  let  me  get  it 
off  my  mind,  policy  governing  the  sale  of  dual-use  equipment  would 
benefit  from  a  joint  review  by  the  executive  and  the  Congress. 
Present  regulations  which  forbid  the  sale  of  dual-use  equipment  to 
various  countries  are  highly  complex;  at  the  same  time,  the  general 
guideline  that  such  sales  should  not  occur  if  they  would — -quote, 
unquote — significantly  increase  the  recipient's  military  capability  is 
remarkably  vague  and  has  created  an  unfortunate  tension  between 
the  two  branches  of  government. 

OVEREMPHASIS  ON  OUSTING  SADDAM 

A  third  failing  has  been  the  overemphasis  on  getting  rid  of  the 
present  leadership  of  Iraq.  The  survival  of  leaders  opposed  by  us 
such  as  Castro  in  Cuba  and  Qadhafi  in  Libya  remind  us  of  the  lim- 
its of  our  power.  When  overthrow  of  the  leader  becomes  an  impor- 
tant goal  of  policy,  the  people  in  those  countries  suffer,  not  their 
leaders. 
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I  say  this  not  to  pardon  Saddam  Hussein  for  the  horrors  he  has 
inflicted  on  his  own  people  in  the  region,  but  simply  to  note  the 
need  to  be  more  honest  with  ourselves.  Like  it  or  not,  he  may  con- 
tinue to  be  the  President  of  Iraq  indefinitely. 

We  need  to  frame  a  policy  which  does  not  pit  us  against  the  in- 
terests and  welfare  of  a  whole  people  who  cannot  be  said  to  deserve 
their  leadership  and  who  are,  in  any  event,  impotent  to  rid  them- 
selves of  their  President. 

In  this  connection,  the  relationship  between  American  policy  and 
the  Iraqi  and  Iranian  opposition  movements  must  be  carefully  mon- 
itored. To  date,  we  have  not  actively  supported  either  opposition 
movement;  however,  our  maintenance  of  Operation  Provide  Com- 
fort and  the  no-fly  zone  in  northern  Iraq  has  not  only  given  a  de- 
served and  an  increased  sense  of  security  to  the  Kurdish  people, 
but  also,  U.S.  Government  policy  notwithstanding,  has  encouraged 
those  of  their  leaders  who  privately  hope  to  build  an  independent 
Kurdish  state.  This  has,  I  believe,  been  less  true  of  the  effect  of  the 
other  no-fly  zone  over  southern  Iraq.  There  our  protection  of  the 
Shiite  population  is  less  far  ranging  and  the  separatist  urge  much 
less  pronounced. 

We  should  be  careful  not  to  stimulate  expectations  of  future  sup- 
port of  a  Kurdish  state  unless  we  are  prepared  to  deal  with  the 
anxiety  this  will  cause  Turkey  and  the  anger  it  will  cause  Baghdad, 
whether  under  Saddam  or  a  successor  leadership. 

ISLAMIC  FUNDAMENTALISM 

Fourthly,  Islamic  fundamentalism  has  attracted  considerable  at- 
tention in  the  West  as  a  phenomenon  threatening  established  re- 
gimes in  several  Arab  states.  This  little  understood  but  decentral- 
ized force  I  believe  is  less  likely  to  grow  in  the  Arab  Gulf  states 
than  in  North  Africa  and  Egypt  and  among  the  Palestinians.  The 
wealth  of  the  Gulf  states,  combined  with  and  particularly  because 
of  the  relative  closeness  of  the  Gulf  citizen-to-governor  relationship, 
has  constrained  the  appeal  of  the  fundamentalist. 

Many  young  people  in  the  Gulf  have  been  educated  in  the  United 
States  and  Europe.  They  understand  Western  practices  and  values. 
In  fact,  they  understand  our  systems  of  government  rather  better 
than  we  understand  theirs.  Accordingly,  we  should  remain  modest 
in  urging  structural  changes  in  their  governments  to  fit  with  our 
preconceived  ideas.  We  can  help  keep  those  governments  open  to 
international  concerns  about  broadening  popular  participation  in 
government. 

Finally,  our  energy  policy  deserves  mention  for  its  effect  on  U.S. 
policy  in  the  region.  We  are  quick  to  say  we  don't  wish  to  be  de- 
pendent on  oil  irom  the  Gulf  But  we  have  not  shown  the  willing- 
ness and  steadiness  of  purpose  to  devote  major  budgetary  resources 
to  developing  alternative  energies  or  sources  of  supply. 

There  is  also  a  great  deal  more  to  be  done  in  the  way  of  conserv- 
ing energy  than  we  have  done  as  a  nation.  That  said,  however  we 
redesign  our  energy  policy  this  will  not  affect  in  the  near  term  our 
need  to  maintain  a  sizable  military  presence  in  the  Gulf 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  of  Ambassador  Murphy  appears  at  the 
conclusion  of  the  hearings.] 
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Chairman  Hamilton.  I  want  to  thank  you,  Ambassador  Murphy 
and  each  one  of  you  for  excellent  statements. 

We  will  begin  with  questions. 

I  want  to  remind  Members  that  I  would  like  to  enforce  fairly 
strictly  the  5-minute  rule,  so  when  the  red  signal  appears,  I  am 
going  to  advise  you  by  a  note  your  time  has  expired. 

Questions  will  begin  with  Mr.  Gejdenson. 

U.S.  POLICY  ON  DUAL-USE  TECHNOLOGY  TRANSFER 

Mr,  Gejdenson.  Thank  you. 

The  panelists  were  all  terrific.  I  have  a  couple  questions  to  ask. 

To  begin  with,  Ambassador  Murphy,  I  am  sure  you  did  not  mean 
to  imply  the  transfer  of  technology  to  Saddam  Hussein  was  a  func- 
tion of  any  confusion  in  our  dual-use  laws  or  regulations.  It  was, 
rather,  the  intentional  policy  of  the  administration  based  on  the 
President  of  the  U.S.  signing  of  a  national  security  document  to 
transfer  these  technologies  to  Saddam  Hussein.  There  is  no  ques- 
tion we  need  to  makes  changes  to  this  policy,  but  the  problems 
with  the  Arabs  were  specific  to  the  desires  of  the  administration 
and  the  result  of  serious  debates  within  the  administration  of 
transferring  that  technology  to  Saddam  Hussein. 

Mr.  Murphy.  No.  Correct,  Mr.  Congressman.  I  was  not  directing 
that  remark  specifically  to  Iraq. 

I  think  there  is  a  problem  here  between  the  Executive  and  the 
Congress.  I  hope  it  can  be  looked  at  by  all  concerned. 

ARMS  SALES  TO  THE  MIDDLE  EAST 

Mr.  Gejdenson.  Thank  you. 

Let  me  focus  on  a  couple  of  points  I  find  most  relevant.  First  of 
all,  in  medicine  you  say  you  should  do  no  harm.  It  seems  to  me  if 
there  is  a  harm,  we  led  the  way,  in  all  of  us  who  represent  our  own 
districts,  manufacturing  weapons  systems  we  are  eager  to  sell.  It 
is  for  that  reason  we  are  the  single-largest  proliferator  of  weapons 
in  the  Middle  East.  If  there  is  anything  destabilizing  it  is  in  the 
sense  that  it  makes  people  feel  confident  enough  that  they  may  be 
able  to  effect  a  military  solution  and  diverts  revenues  from  the  ne- 
cessity of  increasing  the  standard  of  living  in  the  region.  Why,  for 
God's  sake,  don't  we  lead  the  world  in  an  effort  to  have  an  arms 
embargo  on  the  region  that  is  virtually  absolute? 

It  is  hard  to  convince  the  Chinese  not  to  sell  missiles  to  Syria 
if  we  sell  weapons  to  anybody  with  cash  or  credit.  Is  there  a  reason 
not  to  try  to  get  a  worldwide  arms  embargo  on  the  region? 

Mr.  Stein.  There  is  no  reason  not  to  try  but  it  is  naive  to  believe 
we  are  going  to  succeed.  I  would  say  this:  Countries  in  the  region 
still  need  to  defend  themselves.  We  have  to  provide  for  their  self- 
defense  or  someone  else  will. 

Mr.  Gejdenson.  If  we  look  at  the  weapons  in  the  region,  we  see 
that  this  is  one  of  the  most  heavily  armed  areas  in  the  world.  It 
seems  to  me  that  we  make  people  more  insecure  with  the  sale  of 
higher-technology  weapons  in  that  region. 

Mr.  Stein.  You  can't  all  of  a  sudden  cut  off  arms  sales  when  indi- 
vidual countries  still  have  fear  about  their  security  and  well-being. 
How  much  do  you  want  to  tax  the  Israeli  political  system  during 
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a  prolonged  peace  process  by  cutting  off  arms  sales  to  a  country 
that  may  want  to  trade  land  for  security? 
Is  that  something  you  want  to  do?  Will  it  help  the  peace  process? 

PROMOTING  DEMOCRACY  IN  THE  MIDDLE  EAST 

Mr.  Gejdenson.  My  perspective  is  that  nobody's  security  in- 
creases with  our  continued  elevation  of  technology.  It  makes  every- 
body more  insecure. 

I  understand  your  argument,  but  I  still  think  we  could  do  a  lot 
better  there. 

I  am  a  basic  believer  that  we  ought  to  press  for  democracy  every- 
where around  the  globe;  that  it  is  almost  like  a  white  Western  wis- 
dom that  when  we  get  to  Asia,  we  shouldn't  have  to  worry  about 
democracy. 

In  the  Middle  East  you  hardly  hear  the  terms  in  reference  to 
most  of  the  countries.  The  previous  administration  constantly 
talked  about  how  difficult  it  is  to  negotiate  in  Europe  about  peace 
without  democracy.  On  the  other  hand,  when  totalitarianism  left 
the  former  Soviet  Republics  and  Yugoslavia,  we  have  some  of  the 
worst  savagery  we  have  seen  since  World  War  II. 

How  do  we  get  from  where  we  are  with  the  totalitarian  govern- 
ments toward  the  beginning  of  democratic  institutions  without  in- 
credible savagery  and  destabilization? 

Mr.  Stein.  Some  interesting  beginnings  have  been  made.  It  is 
not  like  we  are  beginning  at  zero  and  going  to  180  degrees.  Many 
of  these  countries  tried  parliaments,  democratic  systems,  and  freely 
organized  political  parties  back  in  the  thirties  and  forties;  it  didn't 
succeed  for  a  variety  of  reasons. 

The  creation  of  Israel  diverted  attention.  Military  groups  came  to 
office.  The  point  I  want  to  make  to  you  is  that  there  are  experi- 
ments that  have  begun,  not  necessarily  with  democracy,  Congress- 
man, but  with  the  rights  of  the  individual  to  participate  in  deter- 
mining his  own  future  within  these  restricted  systems  of  govern- 
ment. 

In  other  words,  they  are  moving  slowly;  they  are  devolving  re- 
sponsibility for  government  action  on  to  the  shoulders  of  more  and 
more  people.  That  may  not  be  Jeffersonian  democracy,  and  maybe 
Jeffersonian  democracy  will  never  exist  in  Syria;  let  me  put  it  dif- 
ferently: 

I  doubt  sincerely  that  an  Attorney  General-designate  in  Iraq  is 
going  to  have  to  withdraw  her  nomination  because  of  public  pres- 
sure. 

Chairman  Hamilton.  Professor  Anderson,  did  you  want  to  re- 
spond to  the  question? 

SUPPORT  FOR  limits  ON  MILITARY  SALES 

Ms.  Anderson.  Let  me  suggest — first  of  all,  that  I  think  on  mili- 
tary sales,  I  agree  we  ought  to  try,  at  least  insofar  as  possible,  to 
limit  these  sales  in  part  because  they,  of  course,  are  used  for  do- 
mestic repression  as  well.  We  must  take  some  of  the  responsibility 
for  the  capacity  of  these  governments  to  abuse  their  own  citizens. 
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ENCOURAGING  DEMOCRATIC  TRENDS 

On  the  issue  of  democracy,  I  think  Professor  Stein  is  quite  right: 
There  are  already  movements  in  Hberal  directions  of  which  we 
should  be  cognizant  and  supportive. 

There  have  been  elections  held  in  places  where  there  hadn't  been 
any  before.  There  have  been  openings  of  press  freedoms,  and  so 
forth,  in  places  there  had  not  been  before.  That  I  think  we  ought 
to  be  prepared  to  support  and  celebrate. 

The  argument  that  in  the  Gulf,  for  example,  the  regimes  are  "au- 
thentic" and  everyone  is  happy  with  them,  I  am  perfectly  prepared 
to  accept  as  long  as  we  say  we  have  a  free  press  in  which  everyone 
is  actually  saying  that.  As  long  as  there  is  no  free  press,  I  am  not 
sure  I  am  comfortable  simply  buying  what  the  governments  are 
telling  us.  I  think  there  are  a  lot  of  ways  we  can  support  movement 
toward  more  democracy  without  having  to  require  immediate 
wholesale  change. 

Chairman  Hamilton.  Mr.  Oilman. 

REINVIGORATING  THE  PEACE  TALKS 

Mr.  Oilman.  Thank  you,  Mr.  Chairman. 

I  would  like  to  direct  a  question  to  Mr.  Murphy,  Ambassador 
Murphy,  who  was  so  actively  engaged  in  some  of  the  Middle  East 
peace  negotiations. 

What  do  you  feel,  Mr.  Murphy,  is  needed  by  the  new  administra- 
tion to  reinvigorate  the  peace  talks?  Should  we  play  a  more  asser- 
tive role  in  trying  to  bridge  differences?  Do  the  parties  themselves 
want  a  more  assertive  role  by  the  United  States? 

Do  you  think  President  Clinton  needs  a  special  Middle  East  ne- 
gotiator? 

I  welcome  the  panelist's  comments,  also. 

Mr.  Murphy.  I  am  convinced,  Mr.  Oilman,  that  the  parties  to  the 
talks  that  were  assembled  in  Madrid  in  1991,  that  have  met  in  bi- 
lateral, multilateral  sessions  throughout  1992,  welcome  an  asser- 
tive American  role.  We  do  not  have  a  blueprint  about  what  each 
session  should  accomplish. 

I  think  we  all  share  a  general  goal  of  what  the — what  peace 
should  consist  of,  but  there  still  is  a  lot  of  work  needed  to  nudge, 
to  cajole,  and  we  are  the  only  one  that  can  do  that. 

SPECIAL  MIDEAST  NEGOTIATOR 

On  a  special  negotiator,  I  think  the  only  question  is  one  of  tim- 
ing. A  special  negotiator  appointed  today  could  be  read  in  the  re- 
gion, at  least  in  some  of  the  capitals  that  I  am  familiar  with,  as 
a  cop-out  because  the  new  administration  has  not  engaged  itself 
yet. 

Now  I  am  struck  that  Secretary  Christopher  has  already  an- 
nounced he  plans  to  travel  to  the  principal  countries  in  the  peace 
process  in  the  second  half  of  February.  Let  him  take  their  measure. 
They  will  be  taking  his — through  him.  President  Clinton  and  the 
interest  of  the  new  administration  in  the  process. 

I  think  it  is  high.  I  think  it  is  a  sign  of  the  commitment  that  Sec- 
retary Christopher  is  traveling  so  quickly  to  the  region. 
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But  for  a  special  negotiator  to  be  named  when  there  is  nothing 
right  now  for  him  to  tend  to  on  a  daily  basis  could  give  the  wrong 
signal  that  the  President  was  simply  putting  up  someone  who 
would  act  as  if  he  was  able  to  do  more  than  the  Secretary  of  State 
or  was  needed  on  a  steady  basis.  That  could  come. 

I  hope  it  will  come  quickly  as  it  did  come  after  Camp  David,  after 
the  Egyptian-Israeli  peace  treaty  when  there  was  a  daily  negotia- 
tion going  on  between  Egyptians,  Israelis  and  Americans  over  the 
next  stage. 

Mr.  Oilman.  Thank  you. 

Would  the  other  panelists  care  to  respond? 

Dr.  Quandt. 

Mr.  Quandt.  I  would  like  to  address  this  issue  of  the  special 
Arab-Israeli  peace  negotiator.  We  have  had  experience  with  this 
model. 

There  have  been  probably  seven  or  eight  presidentially  des- 
ignated envoys  for  Middle  East  peace  negotiations.  The  striking 
thing  to  me,  as  someone  who  just  completed  a  book  on  the  process, 
is  that  no  one  can  recall  any  achievement  by  anv  of  these  quite  dis- 
tinguished individuals.  It  is  not  their  fault.  They  are  simply  not 
taken  seriously  in  the  region. 

In  the  minds  of  Israeli  Prime  Ministers  and  Syrian  Presidents  is 
when  the  Americans  get  serious  they  send  their  Secretary  of  State 
or  a  message  from  the  President.  These  negotiators  operate  under 
a  liability  of  being  seen  as  the  second  team.  That  is  unfortunate, 
but  that  is  the  recent  history. 

Perhaps  we  can  persuade  the  Middle  East  parties  at  some  point 
in  the  negotiating  process  to  work  effectively  through  a  special 
envoy;  but  at  this  stage,  simply  to  get  the  talks  going,  to  focus  on 
substance,  I  don't  think  the  naming  of  a  special  envoy  would  send 
the  right  signal.  As  Ambassador  Murphy  mentioned,  there  may 
come  a  time  when  we  are  in  a  more  technical  phase  of  facilitating 
the  last  stages  of  a  negotiation,  where  that  kind  of  hands-on,  day- 
to-day  involvement  by  a  special  negotiator  might  help,  but  not  to 
get  the  process  started  at  this  stage. 

Mr.  Oilman.  Thank  you.  Dr.  Quandt. 

Professor  Stein. 

NEW  STAGE  IN  THE  NEGOTIATING  PROCESS 

Mr.  Stein.  Just  quickly,  we  should  be  assertive  but  not  coercive 
in  the  peace  process.  We  don't  need  to  be  a  surrogate  of  one  side 
or  the  other.  Before  and  since  Madrid,  we  handled  ourselves  very 
well  in  cobbling  this  process  together. 

I  think  people  have  faith  in  our  ability.  They  respected  our 
ideals.  They  respect  our  interest  in  what  they  are  trying  to  accom- 
plish. I  think  that  we  are  in  a  new  stage  of  the  Arab-Israeli  nego- 
tiating process  where  the  sides  don't  have  to  have  their  heads 
knocked  together  to  talk  to  one  another.  They  are  doing  it  of  their 
own  volition.  The  Rabin  compromise  on  the  deportee  issue  is  a 
clear  desire  of  not  having  the  process  falter  because  of  an  interven- 
ing variable. 

Mr.  Oilman.  You  think  it  is  moving  in  the  right  direction? 

Mr.  Stein.  I  think  it  is  moving  in  the  ri^ht  direction.  I  subscribe 
to  what  Ambassador  Murphy  said,  appointmg  on  envoy  sends  a  sig- 
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nal  that  the  President  of  the  United  States  is  not  as  interested  as 
he  should  be  in  overseeing  the  peace  process. 

Ms.  Anderson.  I  would  reiterate  that.  For  the  moment  the  Presi- 
dent and  Secretary  have  to  be  involved. 

Mr.  Oilman.  I  thank  the  panelists. 

Thank  you,  Mr.  Chairman. 

Chairman  Hamilton.  Mr.  Lantos. 

COLLECTIVE  SECURITY  ARRANGEMENTS  FOR  THE  PERSIAN  GULF 

Mr.  Lantos.  Thank  you,  Mr.  Chairman. 

I  would  like  to  begin  with  a  statement  from  Ambassador  Mur- 
phy's testimony. 

You  say,  Mr.  Ambassador,  in  the  Persian  Gulf,  the  United  States 
has  ironically  broken  with  its  former  dictum  that  we  would  oppose 
the  domination  of  the  Gulf  region  by  any  single  power.  "We  have 
become  that  power,"  you  say,  "and  now  we  must  accept  the  con- 
sequences of  that  fact.  Although  we  shun  the  role  of  world  police- 
man, we  are  nonetheless  committed  to  play  the  policeman's  role  in 
the  Gulf  in  order  to  ensure  the  security  and  accessibility  of  the  re- 
gion's energy  resources." 

To  whatever  extent  your  statement  is  accurate,  and  my Jud^ent 
is  that  it  is  accurate  to  a  very  large  extent,  I  wonder  if  it  is  not 
incumbent  upon  us  to  look  for  more  palatable,  more  reasonable, 
and  more  multinational  alternatives. 

Let  me  expand  on  that.  It  seems  to  me  if  you  take  a  look  at  col- 
lective security  globally,  you  have  three  kinds  of  paths:  No.  1,  you 
have  NATO,  which  is  enormously  powerful,  enormously  capable, 
and  was  designed  to  deal  with  the  Soviet  menace,  which  clearly  no 
longer  exists.  So  here  we  have  the  quintessentially  perfect  multi- 
national mechanism  designed  to  deal  with  an  entity  of  the  Soviet 
Union  which  has  vanished  but  impotent  apparently  to  deal  with 
the  crisis  in  Yugoslavia  next  door. 

Parenthetically,  I  think  the  whole  Yugoslav  crisis  could  have 
been  prevented  had  NATO  indicated  with  an  ultimatum  that  mili- 
tary moves  in  Yugoslavia  will  be  met  by  NATO.  I  understand  that 
under  present  circumstances,  NATO  cannot  function  out  of  area; 
but  that  is  a  decision  of  the  NATO  partners  and  the  NATO  part- 
ners can  change  that  decision. 

So  my  first  question  is  would  it  not  make  sense,  since  the  Middle 
East  and  the  Gulf  will  continue  to  be  an  enormously  troublesome 
and  turbulent  and  dangerous  arena,  to  expand  NATO's  sphere  of 
operation  to  this  area? 

MULTINATIONAL  PEACEMAKING  CAPABILITY 

Secondly,  since  the  other  collective  peace  apparatus  we  have  is 
U.S.  peacekeeping  forces,  while  in  point  of  fact  what  is  called  for 
is  U.N.  peacemaking  forces.  What  is  needed  is  to  create  a  multi- 
national standby  military  capability  that  with  rapid  deployment 
can  deal  with  crises  across  the  globe. 

And  finally,  if  I  may,  would  it  not  make  a  great  deal  of  sense  to 
focus  the  energies  of  our  administration  in  the  foreign  policy  field. 
We  clearly  have  a  multiplicity  of  crises  from  Bosnia-Herzegovina, 
to  Somalia,  to  obviously  the  Middle  East,  to  Armenia  and  Azer- 
baijan. Creating  such  an  international  capability  is  essential  so  the 
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United  States  will  not  be  left  with  the  role  of  international  police- 
man, which  is  unpalatable  politically  and  unacceptable  financially. 

Would  you  mind  beginning  the  response,  Ambassador  Murphy? 

Mr.  Murphy.  Yes,  sir. 

My  remarks  were  designed  to  get  us  through  the  next  4  years. 
I  would  predict  it  is  going  to  take  you — take  all  of  us  that  period 
of  time  to  do  either  of  your  three  suggestions:  Expanding  NATO 
out  of  the  area,  building  a  multinational  military  capability;  but 
to — for  the  first  two,  I  think  it  will  take  us  those  4  years. 

To  begin  now  to  focus  the  energies  of  our  administration  on  cre- 
ating such  an  international  capability,  yes,  I  would  be  right  with 
it.  I  just  repeat  I  am  trying  to  think  in  terms  of  the  immediate,  the 
near-term,  not  the  ultimate;  and  if  we  can  persuade  NATO,  that 
will  be  fine.  If  we  get  a  relationship  with  the  United  Nations 
that 

NATO  COOPERATION  ON  OUT  OF  AREA  MISSIONS 

Mr.  Lantos.  Do  you  think  we  need  to  persuade  NATO?  Aren't  we 
an  important  part  of  NATO?  Why  should  the  American  taxpayer 
pay  for  NATO  when  its  present  function  is  not  relevant? 

Mr.  Murphy.  I  don't  have  a  good  answer  to  that.  I  just  remind 
us  all  that  during  the  height  of  the  Gulf  War  of  1980-1988,  when 
it  was  between  Iraq  and  Iran  and  we  did  ask  certain  NATO  coun- 
tries to  join  us,  they  came.  They  had  problems;  they  had  hangups 
politically  in  the  chancelleries  of  Europe,  but  they  had  no  problems 
in  the  Gulf  on  the  water.  There  was  excellent  cooperation  between 
NATO  members. 

There  is  an  ability  to  cooperate.  There  is  a  reluctance  to  get  en- 
gaged out  of  the  area.  It  certainly  should  be  further  explored. 

EXPANDED  post-cold  WAR  ROLE  FOR  UNITED  NATIONS 

Ms.  Anderson.  I  think  we  have  to  think  more  creatively  about 
what  we  do  with  the  institutions  and  structures  of  the  world  that 
were  designed  around  the  cold  war.  I  think  you  are  quite  right  that 
we  have  to  think,  frankly,  about  more  than  simply  what  will  get 
us  through  the  next  4  years,  but  where  do  we  want  to  be  going, 
what  direction  do  we  want  to  be  going? 

I  am  inclined  to  think  that  at  this  stage,  the  United  Nations  is 
a  more  interesting  focus  for  attention  than  it  has  been  for  some 
time,  as  we  consider  reviving  or  revitalizing  some  of  the  functions 
it  was  originally  designed  to  serve. 

CAUTION  AGAINST  UNIIV^TERAL  ACTION 

Mr.  Stein.  There  are  two  fears  in  the  Middle  East.  I  just  came 
back  from  a  2-week  trip  to  Arab  states.  One,  fear  is  that  we  will 
act  in  an  arrogant  fashion  at  the  end  of  the  cold  war  or  that  we 
will  act  in  an  isolationist  manner.  Rarely  do  you  hear  people  talk 
about  something  in  between. 

I  think  the  fear  of  arrogance  is  something  we  must  listen  to  care- 
fully. Yet,  we  cannot  hope  to  be  the  policeman  of  the  world,  nor 
should  we  act  in  regions  of  the  world  without  the  cooperation  and 
collaboration  of  individual  countries  and  local  defense  organiza- 
tions. 
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If  we  want  to  do  that  for  the  Gulf,  the  Gulf  Cooperation  Council 
has  to  play  a  role.  They  can't  abrogate  their  responsibility.  The 
Arab  League  has  to  play  a  role.  They  can't  abrogate  their  respon- 
sibility to  assist  if  they  want  to  stop  the  slaughter  of  Muslims  in 
Bosnia.  But  they  haven't. 

The  point  is  it  is  nice  to  have  these  options  on  paper.  They  have 
to  take  the  responsibility  and  give  teeth  to  interventionist  action. 
Arab  Muslim  states  cannot  just  sit  there  and  blame  us  for  inaction. 
We  must  align  ourselves  to  regional  organizations.  If  we  can't  do 
it  in  cooperation  with  a  regional  organization  or  with  NATO,  it  will 
be  known  as  neoimperialism. 

Mr.  QUANDT.  I  think  the  most  intriguing  suggestion  you  made, 
Congressman,  and  others  have  been  thinking  about,  is  to  try  to  cre- 
ate under  a  U.N.  umbrella  a  real  peacemaking  force.  We  do  not 
have  that  at  present. 

It  would  have  been  very  useful  in  Somalia.  It  is  hard  to  imagine 
that  in  a  full-scale  Gulf  crisis  one  could  count  entirely  on  sucn  a 
force.  It  might,  however,  create  some  degree  of  deterrence  before  a 
crisis  and  help  ensure  a  kind  of  burden  sharing  from  the  outset.  So 
I  would  say  in  terms  of  creative  restructuring  of  the  security  envi- 
ronment for  the  Middle  East  and  other  parts  of  the  Third  World, 
to  move  in  the  direction  of  a  multilateral,  U.N.-based  peacemaking 
force  is  a  very  challenging  and  interesting  possibility. 

Mr.  Lantos.  Thank  you. 

Chairman  Hamilton.  Mr.  Smith. 

He  will  be  followed  by  Mr.  Ackerman. 

RELIGIOUS  INTOLERANCE  IN  THE  ISLAMIC  WORLD 

Mr.  Smith.  Thank  you  very  much,  Mr.  Chairman. 

I  want  to  thank  the  panel  for  an  excellent  presentation. 

Mr.  Chairman,  for  many  years  the  underpinning  of  U.S.  policy 
vis-a-vis  the  former  Soviet  Union  and  East  Bloc  has  been  human 
rights.  In  fact,  I  have  traveled  with  Mr.  Lantos  and  many  others 
as  a  Helsinki  commissioner  for  the  last  11  of  my  13  years  here,  and 
always  central  to  the  Helsinki  relationship  in  any  policy  consider- 
ation has  been  human  rights. 

It  seems  to  me  that  as  we  look  at  the  Islamic  world,  there  is  a 
gaping  double  standard  when  it  comes  to  protection,  preservation, 
and  even  the  raising  of  human  rights  questions  in  those  countries. 
I  think  human  rights  have  been  significantly  downplayed  by  the 
United  Nations,  by  this  country,  and  by  many  of  us  who  have  been 
in  contact  with  many  of  these  Islamic  countries.  Nowhere  is  that 
more  apparent  than  in  the  area  of  religious  freedom. 

Look  at  Saudi  Arabia,  where  our  most  recently  written  Country 
Reports  on  Human  Rights  Practices  points  out,  "freedom  of  religion 
does  not  exist."  In  Saudi  Arabia,  we  have  very  definitive,  declara- 
tive interests.  The  report  points  out,  "the  public  apostasy  is  a  crime 
.  .  .  punishable  by  death"  and  illustrates  the  point  that  on  Septem- 
ber 3,  the  authorities  publicly  beheaded  a  Saudi  Arabian  citizen, 
Sadiq  Malallah  for  "the  crime  of  apostasy  based  on  charges  of  im- 
porting a  Bible  and  other  religious  materials."  It  goes  on  from 
there. 

I  would  like  perhaps  the  panel  to  focus  a  few  moments  on  this 
fact  and  this  unfortunate  situation.  As  we  know,  the  Mutawwai'm 
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or  religious  police  in  Saudi  Arabia  routinely  beat,  and  at  times  tor- 
ture, and  very  frequently  verbally  abuse  anyone  found  to  be  carry- 
ing a  Bible  or  any  religious  materials,  even  the  display  of  a  cru- 
cifix, or  a  cross,  or  some  other  religious  symbols  that  are  not  Is- 
lamic. 

What  would  your  recommendations  be  to  the  United  Nations,  to 
the  United  States,  and  to  this  committee  as  to  how  we  might  work 
to  decriminalize  being  a  Christian  in  these  Islamic  countries?  How 
does  one  not  face  the  extreme  penalty  of  actual  death  by  beheading 
as  we  have  seen  in  this  case  or  other  kinds  of  punishments? 

We  know  even  foreign  nationals,  such  as  Filipinos  who  are  work- 
ing in  these  countries,  are  cruelly  dealt  with.  Americans  perhaps 
don't  get  the  same  kind  of  treatment  because  of  our  relationship  to 
that  country  diplomatically.  But  we,  too,  have  to  hide  the  fact  that 
we  are  Christians  when  in  that  country. 

There  are  no  Christian  churches.  Yes,  there  are  many  mosques. 
How  do  we  decriminalize  being  a  Christian  in  Saudi  Arabia  and 
these  other  countries? 

What  policy  recommendation  do  you  make  to  us  to  raise  these  is- 
sues of  human  rights?  Simply  claiming  this  is  an  Islamic  country 
based  on  Islamic  law  does  not  cut  it.  Just  as  in  a  secular  sense 
claiming  the  Communist  model  allowed  the  Communist  dictators  to 
carry  out  its  repression  didn't  cut  it  either. 

I  would  yield  to  the  panel. 

FOCUS  ON  PROMOTING  FREEDOM  OF  BELIEF  AND  EXPRESSION 

Ms.  Anderson.  I  think  we  have  to  be  careful  about  how  we  make 
these  sort  of  arguments.  I  am,  I  think  it  is  apparent,  a  great  advo- 
cate of  human  rights.  I  think  we  need  to  be  far  more  ag^essive 
in  our  support  of  human  rights.  I  think  we  should  be  requiring  that 
the  governments  of  this  region,  as  we  do  elsewhere  in  the  world, 
pay  far  more  attention  than  they  have  to  international  standards 
of  numan  rights. 

That  is  not  to  say,  however,  that  I  think  what  would  be  under- 
stood as  special  pleading  makes  a  lot  of  sense.  I  don't  think  the 
issue  is  decriminalizing  being  a  Christian.  The  issue  is  freedom  of 
belief  and  expression.  Period.  That,  I  think  we  can  say,  other 
things  being  equal,  we  do  advocate. 

We  would  like  to  see  freedom  of  belief  and  expression  more  wide- 
ly respected  in  a  number  of  other  places.  That,  I  think  we  can  say, 
and  to  some  extent,  I  think  there  are  a  lot  of  discussions  like  that 
that  we  should  be  having  with  friendly  regimes. 

But  again,  I  think  we  have  to  be  careful  that  we  do  not  make 
it  a  matter  of  special  pleading.  These  are  general  principles  that 
hold  around  the  world  for  all  states.  Therefore,  freedom  of  religion, 
belief  or  expression,  and  so  forth,  is  as  important  for  the  Bahais  in 
Iran  as  it  is  for  anyone  in  Saudi  Arabia. 

RELIGIOUS  FREEDOM  VARIES  THROUGHOUT  REGION 

Mr.  Steen.  If  I  may  add,  I  think  we  have  to  be  careful  about  gen- 
eralizing. There  are  some  real  problems,  as  you  mentioned.  But 
there  are  more  than  a  billion  Muslims  in  the  world.  Not  all  of  them 
feel  that  way  about  Christians  nor  do  they  feel  that  way  about 
Jews. 
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You  can  go  to  a  church  in  Amman  or  Damascus.  The  Damascus 
regime  is  not  what  you  would  call  a  central  hallmark  for  protecting 
human  rights.  But  you  can  practice  your  religion,  if  you  want  to, 
and  if  you  do  it  quietly,  and  not  in  an  overtly  threatening  manner. 

So  I  would  just  be  cautious  about  making  sweeping  generaliza- 
tions about  an  entire  people  or  entire  religion. 

Mr.  Smith.  My  question  was  to  Saudi  Arabia  in  particular. 

Please  don't. 

Chairman  Hamilton.  Is  there  any  further  response  from  the 
panel? 

Mr.  Murphy.  As  one  who  has  lived  in  Saudi  Arabia  perhaps 
longer  than  most,  it  is  not  to  condone  their  practices  on  the  observ- 
ance of  other  religions  and  profession;  we  should  stand  up  to  that 
question.  We  do  speak  to  that,  I  know. 

One  reaction  a  few  years  ago,  no  longer  valid,  was  that  the  Saudi 
Arabians  see  themselves  in  a  very  special  relationship  to  Islam 
given  their  custodianship  of  Mecca  and  Medina.  They  noted  that 
it — at  least  at  that  point  in  history,  about  10  years  back,  there  was 
no  mosque  in  Rome.  No  longer  a  significant  defense,  because  there 
is  a  mosque  in  Rome  today. 

Chairman  Hamilton.  Mr,  Ackerman. 

PLURALISM  AND  THE  DEMOCRATIC  PROCESS 

Mr.  Ackerman.  Thank  you  very  much. 

Welcome  to  the  whole  panel,  and  a  special  welcome  for  Ambas- 
sador Murphy  who,  in  his  official  capacity,  has  served  our  country 
so  well  and  has  appeared  here  so  many  times  before. 

I  have  a  basic  question  to  follow  up  on  Congressman  Smith's  in- 
quiry. It  basically  goes  to  the  heart  of  what  should  the  thrust  of 
our  policy  be  with  regard  to  some  of  the  countries  in  the  region? 

Should  we  be  stressing  democracy  or  should  we  be  stressing  plu- 
ralism? 

And  I  think  there  is  an  important  difference  as  we  formulate  and 
pursue  policies. 

Democracy,  I  think,  sometimes  is  more  of  a  process  than  any- 
thing else,  and  it  comes  down  to  whether  we  are  going  to  stress 
process  or  values,  our  values  sometimes  being  different  than  those 
in  the  region. 

For  example,  we  have  seen  nations  that  have  the  ability  to  insti- 
tute democracy  as  far  as  process,  conduct  a  general  election;  and 
by  virtue  of  democratic  process,  eliminate  all  kinds  of  pluralism 
and  the  practice  of  various  freedoms  that  we  hold  so  dear;  and  then 
by  virtue  of  almost  the  powers  of  an  oligarchy,  be  able  to  impose 
the  will  of  the  majority  and  then  claim  to  us  that  it  was  democrat- 
ically instituted. 

How  do  we  deal  with  that?  What  should  we  be  doing  rather  than 
just  talking  in  generalizations  of  democracy? 

Should  we  be  trying  to  impose  our  will  in  some  gently  persuasive 
way  as  far  as  what  American  values  are  in  the  region? 

Ms.  Anderson.  Well,  let  me  say  two  things  about  that.  First  of 
all,  I  think,  yes,  democracy  is  a  process.  Although  we  tend  to  asso- 
ciate values  with  it,  I  am  inclined  to  agree  with  de  Tocqueville  who 
said  about  democracy  in  America,  the  way  people  learn  to  be  demo- 
crats is  by  doing  it.  I  think  that  is,  in  fact,  likely  to  be  the  case 
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in  other  parts  of  the  world  as  well.  Therefore,  were  people  to  have 
local  elections  in  municipalities,  they  would  see  what  it  is  like  to 
vote,  they  would  see  what  it  is  like  for  people  to  differ,  they  see 
what  it  is  like  to  lose  an  election,  to  win  an  election,  so  forth.  It 
is  a  way  for  people  to  learn. 

I  am,  therefore,  inclined  to  think  there  are  a  lot  of  opportunities 
which  will  not  necessarily  challenge  the  national-level  governments 
in  which  the  process  of  democracy  can  be  experimented  with  and 
learned.  There  are  local  elections,  municipal  elections,  partial  elec- 
tions, so  forth.  These  kind  of  experiments  teach  people  how  to  be 
democrats  with  a  small  d. 

THE  ALGERIAN  EXPERIENCE 

I  also  think  there  is  a  very  real  danger  in  the  lessons  that  were 
learned  in  the  Algerian  experience  last  year.  The  Algerians  held 
what  were  conceded  across-the-board  to  have  been  free  and  fair 
elections.  The  electoral  system  was  designed  to  ensure  that  the  big- 

f;est  party's  votes  were  magnified  in  the  allocation  of  seats  in  par- 
iament  because  the  ruling  party  thought  it  would  be  the  biggest 
party,  but  it  guessed  wrong. 

What  happened  as  a  result  of  the  military  intervention  and  the 
interruption  of  the  democratic  process  is  that  every  Islamist  move- 
ment across  the  world  learned  that  if  you  play  by  the  rules,  you 
will  still  not  be  allowed  to  win.  That  is  a  very  unfortunate  lesson. 

The  United  States  should  have  said  at  that  point,  it  is  not  clear 
that  the  Islamists  who  would  have  taken  legislative  power  under 
a  constitution  that  permitted  the  President  to  dissolve  the  legisla- 
ture, constituted  a  threat.  There  was  a  long  way  to  go  before  we 
knew  that  the  Islamists  would  take  complete  control  and  prohibit 
subsequent  elections.  President  Bendjedid  in  Algeria  believed  he 
would  be  able  to  dissolve  the  parliament  if  there  were  a  problem. 
We  never  gave  that  possibility  a  chance;  rather  the  Algerian  mili- 
tary didn't  give  it  a  chance. 

Mr.  AcKERMAN.  What  would  have  happened  if  they  had  played 
by  the  rules  and  been  permitted  to  win? 

Ms.  Anderson.  There  would  have  been  a  FLN  President. 

Mr.  ACKERMAN.  Would  we  have  had  to  comply  with  the  results? 

Ms.  Anderson.  There  would  have  been  an  FLN  President  and  an 
FIS-dominated  legislature.  That  difference  between  the  executive 
and  legislative  branch  is  not  something  we  have  never  experienced. 
In  the  Algerian  constitution,  had  the  Islamists  decided  to  do  things 
the  President  didn't  want  the  parliament  to  do,  he  would  have  dis- 
solved parliament.  This  is  a  very  powerful  executive. 

The  point  is,  I  think  the  military  could  have  stepped  in  consider- 
ably later  and  the  experiment  could  have  been  allowed  to  go  on  for 
longer. 

I  think  we  need  to  take  the  risk  of  some  experiments. 

ENCOURAGING  MOVEMENT  TOWARD  GREATER  PLURALISM 

Mr.  Stein.  Suppose  you  take  the  risk  and  think  the  unthinkable. 
Congressman,  suppose  an  Islamic  group  wins  and  runs  the  affairs 
of  a  particular  country;  then  suppose  they  are  proven  incapable  of 
delivering  the  goods  and  services  like  some  of  the  secular  regimes 
or  military  regimes. 
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Then  perhaps  people  won't  have  so  much  appeal  for  the  Islamic 
cause  because  it  will  prove  that  a  pronounced  Islamic  orientation 
will  not  be  able  to  deliver  the  goods  and  services  either;  that 
wouldn't  be  a  bad  lesson  to  learn,  would  it?  Is  Iran  since  1979  a 
success  story? 

Mr.  AcKERMAN.  Do  I  have  time  to  respond  to  the  question,  Mr. 
Chairman? 

Chairman  Hamilton.  If  you  like. 

Mr.  AcKERMAN.  I  don't  think  the  question  was  so  much  the  deliv- 
ery of  goods  and  services  and  waiting  for  the  financial  crunch  so 
people  finally  rise  up  and  revolt.  But  what  happens  when  you  elect 
a  regime  that  not  only  rejects  pluralism  but  is  completely  intoler- 
ant and  institutes  by  legal  fiat,  a  constitutional  decree,  human 
rights  violations. 

Mr,  Stein.  Elections,  are  no  guarantee  for  democracy.  Supposing 
there  are  Palestinian  elections.  The  wrong  people  may  be  elected. 
The  wrong  results  may  delegitimize  the  current  West  Bank  politi- 
cal leadership  and  do  harm,  severe  harm,  to  the  negotiating  proc- 
ess. On  the  other  hand,  caring  about  election  results  may  not  be 
any  of  our  business. 

Mr.  ACKERMAN.  But  the  question  is  do  we  insist  on  pluralism  as 
part  of  democratization?  The  ideals  get  tied  in  to  the  process  or  do 
we  just  accept  the  process  for  the  sake  of  process? 

Mr.  Stein.  Why  don't  we  just  accept  the  notion  of  individual 
rights  and  freedoms  and  let  them  decide  whether  it  is  pluralism  or 
democracy. 

Mr.  AcKERMAN.  Because  there  are  some  philosophies  that  don't 
view  human  rights  as  a  legitimate  end  because  there  is  a  greater 
good. 

Mr.  Stein.  That  is  the  turmoil  I  was  talking  about  in  the  Middle 
East  today,  allegiance  to  a  concept  of  community  versus  the  sup- 
port of  rights  of  the  individual.  That  is  what  is  happening.  We  have 
to  take  care  in  identifying  those  countries  in  the  region  that  have 
made  progress  and  stimulate  them  along  a  little.  Jordan  and 
Egypt,  for  example,  need  to  have  our  support.  Maybe  we  will  not 
be  successful  in  Libya,  or  Iraq.  OK,  we  may  not  be  successful  there. 
That  is  OK  Let  us  be  selective  in  our  support,  especially  where 
there  is  an  indigenous  desire  and  intent  to  care  more  for  the  indi- 
vidual. 

Where  we  can  make  progress  and  support  them,  let  us  support 
them. 

Mr.  Ackerman.  We  are  successful  in  Jordan  and  Egypt  because 
you  have  more  democratic  regimes  in  power, 

Mr.  Stein.  But  they  are  also  threatened  by  fundamentalism,  sir. 

Mr.  Ackerman.  When  the  fundamentalists  finally  win — ^to  be 
continued,  I  am  sure. 

Chairman  Hamilton.  Mr.  Hastings. 

STATUS  OF  JERUSALEM 

Mr.  Hastings.  Thank  you  so  much,  Mr.  Chairman. 
I,  too,  welcome  the  panel. 

Professor  Stein,  I  hate  to  keep  you  up,  but  I  am  interested  in 

Mr.  Stein.  I  got  up  early  at  5:30  to  make  a  plane.  It  is  OK. 
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Mr.  Hastings.  I,  among  many  folk,  have  expressed  the  view  that 
Jerusalem  should  be  the  undivided  capital  of  Israel  and  that  the 
States'  embassy  in  Israel  should  be  moved  from  Tel  Aviv  to  Jerusa- 
lem as  early  as  is  practical. 

Can  you  just  give  me  the  benefit  of  your  views  on  that,  sir? 

Mr.  Stein.  Yes.  I  subscribe  to  the  former  but  not  to  the  latter. 

Very  briefly,  I  don't  think  there  is  anyone  in  the  Arab  world  or 
Israel  that  wants  to  see  an  undivided  Jerusalem.  I  don't  think  any- 
one does. 

The  question  is  how  do  you  control  access  to  it;  how  do  you  deter- 
mine sovereignty?  Maybe  it  is  co-sovereignty  at  some  point.  And 
maybe  there  is  a  borough  system.  I  think  Jerusalem  is  a  very  sen- 
sitive issue  to  Jews,  Muslims  and  Christians,  and  all  the  religions 
need  to  have  their  rights  and  sensitivities  taken  into  account  and 
respected. 

I  think  the  manner  in  which  the  Israelis  have  handled  Jerusalem 
has  been  exemplary  since  1967.  I  think  they  allowed  everyone  ac- 
cess to  the  holy  sites.  The  policeman  on  the  temple  mount  near  the 
Moslem  mosques  are  Muslim  policeman,  not  Jewish  ones.  There  is 
a  sensitivity  there.  I  am  not  in  favor  of  transferring  the  U.S.  Em- 
bassy to  Jerusalem  in  the  middle  of  Arab-Israeli  negotiations. 

It  will  offend  a  good  deal  of  the  people  in  whom  we  are  trying 
to  create  confidence.  I  don't  think  it  is  something  critical  to  do  at 
this  juncture.  Maybe  the  best  thing  for  us  to  do  is  leave  some  of 
the  difficult  issues  off  the  agenda  and  worry  about  it  at  the  end. 

PROSPECTS  FOR  LIFTING  THE  ARAB  BOYCOTT 

Mr.  Hastings.  Professor  Anderson,  anyone  on  the  panel,  aside 
from  waging  economic  warfare  against  Israel  through  the  primary 
Arab  boycott,  the  Arab  League,  it  seems,  has  sought  to  use  the  sec- 
ondary boycott  to  hurt  the  American  companies  that  have  trade  re- 
lations with  Israel.  Without  trying  to  background  you,  I  know  you 
know  a  great  deal  more  about  this  than  do  I,  but  I  am  curious,  how 
important  do  you  view  ending  the  Arab  boycott  on  Israel  and  what 
sort  of  pressure  would  you  apply  to  Saudi  Arabia,  for  example,  to 
end  its  participation  in  this  boycott,  or  Kuwait,  or  Jordan? 

And  in  your  view,  what  could  the  United  States  be  doing  in 
OECD  for  us  to  impress  our  allies  to  end  their  compliance  with  the 
Arab  boycott? 

I  am  interested  in  yours  or  any  panel  member's  views. 

That  would  be  my  final  question,  Mr.  Chairman. 

Ms.  Anderson.  Actually  I  think,  as  several  people  have  said  in 
response  to  a  variety  of  questions,  the  issue  is  timing.  I  think  right 
now  there  is  probably  a  consensus  on  the  panel  that  this  is  a  mo- 
ment of  enormous  opportunity  on  the  Arab-Israeli  front,  that  there 
is  a  chance  here  for  a  real  breakthrough.  Therefore,  you  do  not 
want  to  take  piecemeal,  parts  of  what  would  be  a  whole  package, 
and  say,  well,  let  us  make  an  issue  about  this,  anymore  than  you 
want  to  move  the  embassy  at  this  moment.  The  ending  of  the  Arab 
boycott  of  Israel  would  presumably  be  part  and  parcel  of  a  com- 
prehensive agreement.  That  is  what  you  want  to  see. 

So  although  I  think  we  can  say,  as  we  have  in  the  past,  we  think 
this  is  reprehensible,  what  we  want  to  do  is  concentrate  our  atten- 
tions on  actually  getting  the  parties  who  are  ultimately  going  to  be 
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the  people  who  sign  together  and  to  make  sure  their  work  bears 
fruit. 

Mr.  Murphy.  It  was  tried,  Congressman,  at  some  point  in  1992. 
It  was  brought  up  as  an  idea  the  secondary  boycott  be  ended  in, 
I  think — in  exchange  for  cessation  of  settlement  construction  in  the 
Occupied  Territories.  It  didn't  fly,  but  it  is  clearly  recognized,  I 
think,  in  the  Arab  world  as  a  chip  that  is  on  the  table. 

Just  when  they  are  going  to  play  it  is  not  clear.  I  think — that  is 
right.  On  settlements:  their  point  was  you  want  us  to  dismantle  the 
boycott  office  throughout  the  Arab  world  in  return  for  what  could 
be  a  temporary  cessation  of  settlements.  We  don't  trust  it  as  a  deal. 
But  it  is  in  the  air;  the  idea  is  well  and  alive. 

Mr.  Hastings.  Thank  you. 

I  yield  back  the  balance  of  any  time  I  have,  Mr.  Chairman. 

Chairman  Hamilton.  I  might  say  to  Members  the  next  person 
will  be  Mr.  Wynn.  That  will  complete  the  Members  who  were  here 
when  the  session  began. 

Then  I  will  call  on  Members  in  order  of  their  appearance  in  the 
room  after  we  had  begun,  which  is  pursuant  to  committee  rules. 

Mr.  Wynn. 

SUPPORT  FOR  RESTRAINT  IN  ARMS  TRANSFERS 

Mr.  Wynn.  Thank  you  very  much,  Mr.  Chairman. 

First,  my  compliments  to  the  panel.  I  thought  it  was  an  excellent 
presentation. 

I  have  two  questions.  First,  in  terms  of  foreign  aid,  what  role  and 
what  direction  for  foreign  aid  in  terms  of  contributing  to  the  peace 
are  our  objectives  in  the  region  generally. 

Second,  I  would  like  to  go  back  to  the  question  of  arms  sales.  I 
agree  with  Professor  Stein,  we  cannot  be  naive.  Arms  sales  are  le- 
gitimate. How  can  we  downsize  the  arms  situation  in  the  region? 

Mr.  QuANDT.  If  I  may  begin  by  answering  your  question,  Con- 
gressman. The  way  to  start  to  downsize  the  transfer  of  American 
arms  to  the  region  is  just  to  say  no  occasionally. 

That  is  not  a  complete  answer.  Their  always  will  be  some  specific 
cases  where  we  will  feel  some  need  to  respond  to  a  legitimate  secu- 
rity request;  but  we  are  a  very  substantial  part  of  the  problem.  We 
cannot  elicit  cooperation  from  others,  the  British,  the  French,  to 
say  nothing  of  the  Russians  and  Chinese,  if  we  are  not  showing 
some  restraint  ourselves.  It  is  particularly  important  at  the  high 
end  of  technology  to  get  some  controls. 

In  addition,  we  are,  of  course,  financing  the  import  of  American 
arms  in  both  Israel  and  Egypt.  They  would  not  be  buying  American 
arms  today  if  we  were  not  making  it  financially  possible  for  them 
to  do  so;  they  would  probably  be  going  to  other  suppliers. 

CONDITIONING  ASSISTANCE  ON  ECONOMIC  REFORM 

Insofar  as  Egypt  and  Israel  are  concerned,  just  look  at  the 
amounts  of  money  we  provide.  Perhaps  for  the  moment  there  is  no 
alternative  than  to  keep  some  of  that  aid  going,  but  I  do  think  the 
increasing  challenge  for  most  of  the  countries  in  the  region  is  going 
to  be  economic  performance.  This  is  where  governments,  time  ana 
time  again,  have  failed  to  meet  the  expectations  of  their  own  peo- 
ples. 
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Insofar  as  we  have  economic  aid  to  be  distributed,  it  seems  to 
me,  as  in  the  case  of  Egypt,  for  example,  we  ought  to  be  conscious 
of  how  it  is  contributing  to  Egypt's  capability  to  develop  its  own 
economy  on  a  long-term  basis.  Some  headway  has  been  made. 

I  would  not  say  it  has  all  been  money  that  has  gone  for 
nondevelopment  purposes,  but  I  think  we  know  the  kinds  of  condi- 
tions that  get  the  government's  attention.  If  we  reinforce  IMF 
standards  and  say  aid  will  be  made  available  if  a  government 
moves  toward  economic  reform,  that  has  an  impact,  at  least  in  a 
country  like  Egypt  where  they  have  made  some  progress. 

RESCHEDULING  OF  DEBT 

Another  big  issue  for  some  countries  is  not  just  getting  more  aid, 
but  dealing  with  outstanding  debt.  We  were  very  generous  in  the 
way  we  dealt  with  the  Egyptian  debt  problem  in  the  aftermath  of 
the  Gulf  crisis,  but  there  are  other  countries  in  the  region,  such  as 
Turkey  and  Algeria,  that  face  very,  very  serious  problems  of  indebt- 
edness. 

A  substantial  way  of  helping  their  economies  is  sometimes  to  re- 
schedule repayments  on  debts.  Often  that  is  not  exclusively  an 
American  concern,  but  we  have  some  influence  with  our  allies,  our 
own  financial  sector,  and  sometimes  international  financial  institu- 
tions. So  management  of  debt  is  actually  a  very  big  problem. 

For  Algeria,  for  example,  it  is  much  more  important  for  them  to 
get  debt  relief  than  to  get  simply  more  aid  piled  on  top  of  the  out- 
standing debt  that  they  already  have. 

I  think  increasingly,  the  old  aid  as  a  kind  of  economic  payoff  for 
some  foreign  policy  benefit  that  we  have  received  is  not  going  to 
be  justifiable  in  the  eyes  of  the  American  public.  We  are  going  to 
be  talking  more  and  more  about  credits  for  serious  development  ef- 
forts, with  some  expectation  that  nonperformance  entails  a  penalty. 
I  think  we  have  to  understand  we  will  also  have  less  influence 
when  we  move  to  that  model  of  foreign  aid,  but  it  seems  to  me  that 
is  the  direction  we  are  heading.  Fewer  giveaways;  more  concern 
with  economic  performance;  and  more  multilateralism  in  aid  pro- 
grams. 

MULTILATERALISM  EN  FUTURE  AID  PROGRAMS 

Mr.  Murphy.  I  would  agree  that  we  are  probably  never  going  to 
play  the  role  again  as  we  did  single-handedly  after  the  Israeli- 
Egyptian  peace  treaty  saying  that  "the  U.S.  Treasury  was  open" 
and  others  stood  back.  If  there  are  going  to  be  further  negotiations, 
we  have  every  right  to  expect  other  countries  would  join  in. 

In  that  regard,  I  think  there  is  something  more  to  be  encouraged 
in  the  region  itself:  that  the  oil-producing  states  look  more  carefully 
at  the  needs  of  the  poorer  Arab  states.  A  lot  of  capital  comes  out 
of  that  part  of  the  world,  goes  into  investments  in  Geneva,  London, 
and  New  York. 

LIMITED  PROGRESS  ON  REDUCTIONS  IN  ARMS  SALES 

On  arms  sales,  I  did  not  mean  in  my  comments  to  imply  the  pre- 
vious administration  did  absolutely  nothing.  They  did  start  a  sup- 
pliers' dialogue  among  the  Permanent  Five.  It  has  just  seemed  to 
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be  very  tentative  in  its  approach  and  limited  in  the  progress  that 
it  has  made;  but  downsizing  those  talks  have  started  between  Brit- 
ain, France,  China,  Russia,  and  ourselves. 

We  supply  75  percent  of  the  arms  to  the  area.  Those  talks  can 
be  pushed  harder.  Certainly  in  the  region  I  do  not  have  the  sense 
that  in  terms  of  confidence-building  measures  we  have  yet  seri- 
ously tackled  the  measure  of  slowing  the  arms  race. 

Chairman  Hamilton.  Mr.  Manzullo. 

PESSIMISTIC  ASSESSMENT  OF  SITUATION  IN  THE  MIDDLE  EAST 

Mr.  Manzullo.  Thank  you. 

Professor  Stein,  I  have  a  question  and  a  couple  of  comments.  I 
do  not  subscribe  to  your  theory  which  I  think  you  are  trying  to  pos- 
tulate that  the  Arab-Israeli  conflict  has  become  a  little  bit  less  dan- 
gerous, more  normalized  in  light  of  the  fact  that  the  cold  war  has 
ended,  because  the  cold  war  may  have  ended,  but  all  hell  has  bro- 
ken loose  in  the  countries  that  formerly  comprise  the  Soviet  Union. 
What  I  see  developing  is  the  fact  that  the  Soviet  Union  or  Russia, 
as  we  know  it,  will  eventually  be  the  only  nuclear  nation. 

It  is  selling  three  diesel  electric  submarines  to  Iran;  and  with  the 
signing  of  the  new  treaty  to  limit  nuclear  weaponry  in  that  area, 
we  have  now  succeeded  in  removing  nuclear  missile  sites  from 
areas  that  can  be  spotted  to  areas  that  are  now  under  the  sea;  and 
now  we  have  the  interesting  situation  of  at  least  two  of  those  three 
Russian  subs  that  are  floating  somewhere  around  the  waters  of  the 
Middle  East  with  rockets,  the  heads  of  which  we  have  no  idea  as 
to  what  is  happening. 

So  I  would  propose  to  you,  sir,  that  to  postulate  a  theory  that  we 
are  moving  toward  a  post  Arab-Israeli  conflict  when  the  old  Soviet 
Union  is  exerting  more  down  pressures,  perhaps  is  premature. 

The  second  comment  is  with  regard  to — on  page  4  of  your  pre- 
pared payment — written  where  in  you  state:  "These  same  stable, 
reliable  friends  have  either  established  themselves  as  democracies 
or  are  moving  in  that  direction.  They  have  populations  interested 
more  in  protecting  individual  rights." 

Well,  the  populations  may  be  interested,  but  the  leaders  aren't. 
I  read  in  the  Washington  Post,  I  believe  2  days  ago,  where  some- 
body in  Bahrain  was  executed  for  making  moonshine  in  violation 
of  the  religious  law  of  that  country. 

I  do  not  consider  that  to  be  a  major  effort  toward  the  establish- 
ment of  freedoms  in  the  particular  areas. 

The  third  point,  perhaps  your  enthusiasm  to  resolve  this  situa- 
tion has  raced  10  years  ahead  of  where  we  are;  but  on  page  7,  you 
state:  "Arab  recognition  of  Israel's  presence  in  the  Middle  East  ac- 
knowledges a  failure  to  rid  the  region  of  the  Jewish  State,  which 
is  itself  a  major  cultural  admission.  Pan  Arab  goals  have  become 
historical  fossils." 

I  know  of  only  one  state  in  the  Middle  East  that  has  formally 
recognized  Israel's  right  to  exist,  and  that  is  Egypt.  The  boycott 
continues.  American  blood  was  shed  in  the  Middle  East;  and  when 
it  came  time  to  have  a  peace  conference,  Saudi  Arabia  didn't  show 
up. 
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So  perhaps  we  are  trying  to  use  Western  type  of  thinking  to  a 
people  who  simply  do  not  rationalize  or  reason  the  same  way  we 
do. 

PROGRESS  IN  NEGOTIATING  PROCESS  NOTED 

Mr.  Stein.  Mr.  Congressman,  thank  you  for  reading  my  state- 
ment so  carefully. 

The  Saudis  did  show  up  at  the  peace  conference,  sir.  Not  only  did 
they  show  up  at  the  peace  conference,  they  provided  the  funds  for 
the  first  multilateral  talks  that  took  place  in  Moscow. 

I  don't  have  any  illusions  that  peace  is  about  to  break  out  in  the 
Middle  East,  like  the  Olympics  are  going  to  break  out  in  Atlanta 
in  1996. 

But  I  think  I  am  on  reasonably  safe  ground  when  I  say  the  three 
other  people  on  this  panel  believe  that  we  have  made  extraordinary 
progress  in  moving  down  the  path  toward  an  Arab-Israeli  peace.  It 
will  take  5,  10,  15  years  to  implement,  to  secure;  maybe  even 
longer. 

There  isn't  one  single  Arab  or  Israeli  negotiator,  Mr.  Congress- 
man, who  has  been  part  of  this  current  process  who  hasn't  in  the 
last  2  or  3  months  indicated  not  only  the  fact  that  we  have  traveled 
a  arduous  route  and  made  progress,  but  there  is  even  optimism  ex- 
pressed. All  you  need  to  do  is  look  at  the  footnotes  I  have  in  my 
statement  as  just  represented.  I  can  find  you  more,  if  you  like. 

The  end  of  the  cold  war  only  removes  from  the  Arab-Israeli  con- 
flict one  aspect  of  that  conflict.  It  makes  the  respective  sides  no 
longer  find  alternatives  to  dealing  with  one  another  instead  of  spe- 
cial pleadings  to  the  respective  superpowers.  They  now  have  to  deal 
with  one  another.  They  have  to  live  together.  They  have  to  turn 
down  their  tones  of  animosities  and  apprehensions. 

I  don't  claim  Israel  is  ever  going  to  have  relations  with  Syria  like 
the  United  States  has  with  Canada.  It  probably  won't  happen  in 
my  lifetime,  yours,  or  your  grandchildren's.  That  still  doesn't  mean 
that  the  negotiating  process  has  not  moved  forward  and  not  made 
major  strides.  I  think  we  are  at  the  beginning  of  the  end  of  the  Is- 
raeli-Arab conflict.  Otherwise,  there  wouldn't  be  people  coming 
back  for  the  bilateral  talks,  people  wanting  to  make  compromises 
for  the  multilateral  talks. 

I  think  when  we  make  distinctions  in  the  Middle  East,  I  am  not 
talking  about  Bahrain,  I  am  talking  about  Jordan  and  Egypt.  Thev 
are  trying.  They  are  making  efforts.  They  are  moving  forward  with 
democratization  efforts. 

If  multilateralism  is  to  mean  anything  and  economic  assistance 
is  to  mean  anything,  those  countries  need  to  be  supported.  And 
those  countries  that  don't  support  them  need  to  be  urged  to  do  so. 

We  need  to  urge  Arab  states  to  change  their  value  system,  not 
to  be  exactly  like  ours  but  to  protect  individual  rights  and  free- 
doms. I  go  back  to  what  I  said  earlier  to  Mr.  Smith.  I  think  cava- 
lierly sometimes  we  make  generalizations  which  are  inept  and 
wrong  about  the  region. 

Chairman  Hamilton.  Mr.  Andrews. 

IMPACT  of  a  peace  AGREEMENT  WITHIN  SYRIA 

Mr.  Andrews.  Thank  you,  Mr.  Chairman. 
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I  would  also  like  to  thank  the  panel  for  their  efforts  this  morn- 
ing. 

I  have  a  question  about  Syria.  Let  us  assume  hypothetically  that 
a  bilateral  agreement  is  struck  between  Israel  and  Syria  that  is 
similar  in  structure  to  that  which  exists  today  between  Syria — be- 
tween Egypt  and  Israel.  To  what  extent  do  you  think  that  the 
striking  of  that  agreement  would  be  destabilizing  within  Syria? 

What  kinds  of  economic  development  assistance  and  in  what 
amounts  would  be  relevant  and  helpful  in  preventing  that  desta- 
bilization,  which  is  another  way  of  asking  this  question  from  an  Is- 
raeli point  of  view:  If  I  am  the  Prime  Minister  of  Israel  and  I  sign 
an  agreement  with  the  Syrians,  how  do  I  know  the  person  with 
whom  I  signed  the  agreement  is  going  to  be  in  office  a  week  later? 
How  do  I  have  any  reasonable  assurance  that  the  people  who  will 
be  in  office  a  week  later  will  recognize  that  agreement  in  any 
meaningful  way? 

Mr.  MUEPHY.  Let  me  make  a  first  cut. 

I  think  it  is  fair  to  say — I  have  not  been  in  Israel  for  a  few 
months — ^but  I  think  it  is  fair  to  say  that  the  Israeli  leadership 
today  is  more  interested  in  an  agreement  with  Syria  than  with  any 
other  party;  and  in  no  small  part,  that  is  because  they  have 
watched  the  very  scrupulous  compliance  with  the  disengagement 
agreement  on  the  Grolan  Heights  that  it  reached  in  1974  with 
Syria,  not  a  single  act  taken  across  the  Golan  Heights  to — in  con- 
travention of  that  agreement. 

They  would  like  to  make  this  agreement  with  President  Asad. 
Well,  will  he  be  in  power  a  week  from  now?  I  think  that  the  only 
one  that  can  answer  that  is  the  Lord  himself.  I  would  say  he  will 
be  in  power  as  long  as  the  Lord  agrees.  He  has  been  there  23 
years.  There  is  no  challenge  to  his  leadership. 

So  would  it  be  destabilizing  within  Syria  for  a  comparable  agree- 
ment to  be  reached?  No,  in  the  sense  that  the  Syrian  opinion  lead- 
ers, to  the  best  of  my  knowledge,  defer  to  the  President's  leader- 
ship. If  he  thinks  the  time  has  come  for  an  agreement,  if  he  can 
make  that  agreement,  they  will  support  it. 

Yes,  if  he  would  try — and  I  do  not  believe  he  will  try — ^for  a  sepa- 
rate agreement  such  as  with  Egypt  and  Israel.  The  effort  in  Da- 
mascus has  been  to  remind  all  concerned:  no  separate  peace.  Let 
us  work  with  Jordan,  with  the  Palestinians,  with  the  Syrians,  for 
a  general  settlement.  That  doesn't  mean  they  can't  move  at  dif- 
ferent speeds,  but  they  are — that  has  been  such  a  prominent  prin- 
ciple in  their  foreign  policy  for  this  past  generation,  no  separate 
deals,  that  weakens  everyone  and  will  add  to  instability  in  the 
area. 

PEACE  WOULD  SERVE  SYRIA'S  ECONOMIC  INTERESTS 

Mr.  QUANDT.  I  might  add  a  word. 

I  basically  agree  with  Ambassador  Murphy  that  both  Prime  Min- 
ister Rabin  and  President  Asad  are  pretty  savvy  negotiators.  Asad 
will  take  no  action  which,  in  his  view,  risks  destabilizing  the  re- 
gime. Asad  will  not  do  it  as  long  as  he  is  around.  Nor  will  the  Is- 
raelis enter  into  an  agreement  that  depends  only  on  the  goodwill 
of  their  negotiating  partner. 
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They  will  insist  on  concrete  security  arrangements  that  they 
monitor  over  a  very  long  period  of  time,  precisely  to  guarantee 
against  the  possibility  that  midway  along  in  the  course  of  imple- 
menting any  agreement  the  regime  changes.  They  want  to  know 
what  will  happen  if  there  is  a  regime  change. 

I  think  you  can  count  on  the  parties  to  look  after  their  core  inter- 
ests. Asad  is  a  survivor.  The  Israelis  put  security  at  the  top  of  their 
agenda.  I  think  we  will  see  a  tough  negotiation  revolving  around 
the  respective  concerns  of  the  regimes. 

I  do  not  happen  to  think  a  peace  agreement  would  be  destabiliz- 
ing in  Syria.  I  think  many  Syrians  are  fed  up  with  the  price  their 
country  has  had  to  pay  for  pursuing  the  conflict  with  Israel. 

Syria  has  spent  an  enormous  amount  on  arms  at  the  expense  of 
its  civilian  economy.  The  Syrians  historically  have  been  entre- 
preneurs; they  have  been  traders.  They  have  demonstrated  a  capa- 
bility to  participate  in  an  open  economy  in  the  past.  That  has  been 
sacrificed  over  the  past  generation. 

I  think  there  are  many  Syrians  who  would  welcome  the  advent 
of  peace  as  a  way  of  getting  their  economic  interests  first  and  fore- 
most on  the  agenda.  I  don't  think  Syria  will  need  the  kinds  of  aid 
Egypt  needed,  for  example.  Syria  is  a  considerably  wealthier  coun- 
try, potentially,  and  even  in  reality  today. 

Insofar  as  they  will  look  for  aid,  it  will  be  from  other  Arab  coun- 
tries, not  from  the  United  States,  in  my  judgment.  I  don't  see  there 
is  any  drawback  from  our  perspective  in  encouraging  a  Syrian-Is- 
raeli negotiation.  If  they  succeed,  it  is  a  plus  and  it  is  not  going 
to  cost  us  in  any  significant  way,  as  far  as  I  can  tell. 

Chairman  Hamilton.  Because  of  other  commitments,  I  am  going 
to  have  to  leave  at  this  point.  I  do  want  to  express  my  appreciation 
to  the  panel.  It  has  been  an  outstanding  morning  for  us. 

I  have  not  more  than  a  couple  hundred  more  questions  for  you, 
but  you  are  going  to  get  a  break  because  I  have  to  go  on. 

I  will  ask  Mr.  Lantos,  if  he  would,  to  take  the  chair. 

The  Chair  recognizes  Mr.  Roth. 

QUESTIONING  PROMINENT  U.S.  ROLE  IN  THE  MIDDLE  EAST 

Mr.  Roth.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman,  I  want  to  congratulate  you  for  the  panel  you  have 
here  this  morning.  I  am  not  that  well-acquainted  with  three  of  the 
panelists,  but  I  am  with  Ambassador  Murphy,  as  are  all  Members, 
Republican  and  Democrat.  He  has  done  a  great  job  for  our  country 
and  we  appreciate  that. 

We  all  say  we  are  looking  forward  to  creative  thinking.  I  appre- 
ciated our  Chairman  Mr.  Lantos'  comments  here  today. 

I  think  I  would  probably  end  up  with  at  least — I  say  I  would  end 
up  with  the  same  conclusion,  but  I  want  to  take  a  completely  dif- 
ferent path.  We  all  say  we  want  creative  thinking  and  new  think- 
ing. 

Professor  Stein,  you  said  something,  half  facetiously,  when  you 
said,  well,  what  happens  if  a  fundamentalist  government  takes 
over  in  some  Middle  East  country.  They  fall  flat  on  their  face. 

They  lose  some  of  their  umfph  or  their  glitter  that  they  have  to 
some  people.  My  question  is  why  do  we  have  to  have  such  a  high 
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profile?  Why  do  we  have  to  be  the  dominant  power  in  the  Middle 
East? 

What  would  happen  if  we  pull  our  horns  back?  I  am  not  saying 
isolationist,  because  when  you  make  an  argument  like  that,  you 
are  an  isolationist.  There  is  nobody  in  the  world  today  who  is  an 
isolationist. 

There  is  a  big  difference  between  being  in  with  both  hands,  both 
feet,  and  stepping  back  somewhat  and  looking  at  it  more  objec- 
tively. I  would  like  your  views. 

Mr.  Stein.  Well,  we  have  a  strategic  interest  in  being  able  to  go 
through  the  Suez  Canal,  going  from  the  Mediterranean  to  ulti- 
mately the  Indian  Ocean;  so  a  regime  in  the  region  that  closes  the 
Suez  Canal  will  not  be  in  our  interest. 

I  am  not  suggesting  Mr.  Mubarak  is  in  that  kind  of  trouble,  but 
certainly  the  noises  which  are  being  raised  in  Egypt  today  by  the 
Islamic  groups  have  created  him  some  problems.  These  are  ^oups 
that  are  indigenous  to  Egypt  because  Islamic  fundamentalism  or 
those  using  Islam  as  a  political  platform  goes  back  to  the  late 
twenties  and  thirties  with  the  Muslim  Brotherhood,  but  today  it 
has  also  to  do  with  the  exportation  of  extremism,  radicalism  from 
Iraq.  That  is  a  source  of  concern  to  us,  not  only  as  far  as,  let's  say, 
Egypt  is  concerned,  but  it  might  be  for  countries  in  the  oil-produc- 
ing regions  of  the  Middle  East  as  well.  I  am  not  suggesting  that 
we  should  be  deeply  involved,  physically  have  basing  privileges  in 
Suez  City  or  Port  Said.  What  I  am  suggesting  is  we  have  to  be  pre- 
pared to  help  countries  that  are  fending  off  threats  to  their  stabil- 
ity. We  do  it  quietly.  You  don't  have  to  be  overt  about  it.  But  we 
have  to  be  prepared  to  assist  them. 

FUNDESfG  SECURITY  COMMITMENTS  TO  GULF  ALLIES 

Mr.  Roth.  Professor,  if  I  may  say  this,  you  know,  in  the  Soviet 
Union,  they  allowed  certain  freedoms  in  Hungary  and  some  of  the 
other  countries.  Then  pessimists  would  say  they  can  do  that,  but 
they  will  never  let  Poland  go.  Then  they  let  Poland  go.  Oh,  if  they 
do  that,  the  whole  world  will  come  to  an  end.  Things  did  change. 

Ambassador  Murphy  said  that  we  have  to  have  a — concluding  his 
testimony,  in  the  near  term  we  need  to  maintain  sizable  military 
presence  in  the  Gulf. 

My  question  is  where  is  the  money  going  to  come  from?  Driving 
to  work  here  this  morning,  on  a  radio  talk  show,  we  had  a  Senator 
from  the  other  side  of  the  aisle,  but  a  powerful  one  who  determines 
where  the  dollars  are  going,  who  said.  What,  cut  social  security? 
Clinton  is  way  off  base.  He  said.  Where  do  you  cut?  He  said,  cut, 
in  the  military. 

Well,  you  know,  Colin  Powell  in  this  room  told  us  in  September 
of  this  year  our  military  forces  are  going  to  be  smaller  than  they 
were  on  December  7,  1941. 

So  I  would  pose  a  question,  for  example,  to  Ambassador  Murphy: 
Where  is  the  money  going  to  come  from  to  keep  these  high  profile 
troops?  We  have  25,000  troops  in  Somalia.  You  know  that  goes  on 
in  the  United  Nations.  How  long  will  it  take  for  us  to  get  the  troops 
out  of  there? 

Six  months?  No  way.  It  will  take  much  longer  than  that.  The 
United  Nations  will  not  go  in  there. 
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I  am  saying  we  have  a  lot  of  problems  here.  We  need  new  think- 
ing. Where  is  the  money  going  to  come  from  to  take  care  of  these 
troops? 

Mr.  Stein.  You  don't  have  to  answer  our  problems  with  the  dis- 
patch of  troops,  sir.  That  is  not  the  sole  answer  to  these  problems. 

Mr.  Roth.  All  right.  You  were  saying  we  could  take  less  of  a  pro- 
file? 

Mr.  Stein.  That  is  exactly  what  I  am  saying.  We  can  use 
multilateralism;  the  regional  financial  support  that  exists.  We  co- 
op with  our  friends  in  collaboration.  We  want  them  to  cooperate. 
We  want  them  to  participate. 

Go  back  to  my  opening  statement:  We  want  them  to  show  the  re- 
sponsibility. That  doesn't  mean  we  must  withdraw. 

Mr.  Murphy.  It  is  how  much  money  they  will  need,  Congress- 
man. I  say  we  are  the  dominant  power  and  it  is  in  our  interests 
to  stay  the  dominant  power  until  such  time  as  these  other  efforts 
on  multilateralism  can  become  effective.  We  are  going  to  have  to 
push  that — push  hard  to  get  to  that  goal. 

It  is  not  that  easy  to — for  me  to  conceive  of  either  the  Arab 
League  or  the  GrCC,  being  substantial  military  partners  in  the 
Gulf  Until  that  day  arrives,  until  we  get  NATO  out  of  the  area, 
we  just  have  to  be  ready  to  play  the  leading  role. 

I  don't  think  it  is  going  to  take  all  that  much  in  terms  of  U.S. 
resources.  We  have  put  an  enormous  effort  into  cutting  back, 
through  the  U.N.,  bilaterally  on  the  Iraqi  strength.  Yes,  Iran  has 
now  a  $10  billion  5-year  rearmament  program.  But  where  is  it 
starting  from?  It  was  at  ground  zero,  flattened  by  Iraq  as  of  1988. 

So  you  are  right  to  ask  about  the  money  on  both  sides  of  the 
aisle,  but  we  are  going  to  be  the  ones,  I  believe,  that  are  commit- 
ted— have  to  be  committed  for  the  next,  I  think,  4  years.  For  me 
that  is  kind  of  a  magical  number  in  this  town. 

Mr.  Roth.  My  time  is  up.  The  chairman  will  be  kind  enough  for 
30  seconds.  I  want  to  say  that  sounds  great  in  theory.  But  go  do 
it  sometime.  It  is  not  going  to  work. 

They  are  going  to  expect  us  to  pick  up  the  full  load.  The  money 
will  not  be  there. 

Mr.  Stein.  It  didn't  happen  in  the  Gulf  War,  sir.  Did  it? 

Mr.  Roth.  The  Gulf  War  was  different.  There  Bush  got  every- 
body together.  We  had  one 

Mr.  Stein.  But  it  is  not  a  bad  model  upon  which  to  work.  It  will 
not  be  repeated  exactly  the  same,  but  we  have  to  co-opt  in  the  re- 
gion the  people  who  can  help  finance  it.  They  know  their  security 
is  at  stake.  They  are  not  naive,  sir. 

Mr.  Roth.  Well,  my  time  is  up.  I  appreciate  your  frankness.  My 
time  is  up. 

Mr.  Lantos  [presiding].  I  look  forward  to  my  friend's  support  for 
my  legislation  on  the  multinational  stand  by  capability  in  the  mili- 
tary forms. 

Mr.  Roth.  Will  it  cost  money? 

Mr.  Lantos.  Much  less  than  being  the  policeman  of  the  world  by 
ourselves. 

Congressman  Berman. 
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REEVALUATING  U.S.  POUCY  TOWARD  THE  ARAB-ISRAELI  CONFLICT 

Mr.  Berman.  Thank  you,  Mr.  Chairman. 

I  have  two  questions,  to  be  addressed  before  the  5  minutes 
elapses.  The  first  is  very  specifically  to  prove  quantity. 

In  your  statement  you  wrote  the  collapse  of  the  Soviet  Union  in 
relation  to  the  globalist  bias  that  has  often  adversely  affected 
American  policy  in  the  Middle  East  has  lost  its  rationale.  Public 
opinion  is  more  prone  than  ever  to  support  an  evenhanded  stance 
toward  the  Arab-Israeli  conflict.  I  would  be  interested  in  your 
elaborating  on  the  nature  of  the  bias  and  the  aspect  it  adversely 
affected  policv  in  the  Middle  East,  and  what  evenhanded  means  in 
this  new  world  we  are  in. 

U.S.  POLICY  TOWARD  IRAN 

The  second  question  is  addressed  to  everyone.  It  deals  with  our 
policy  toward  Iran  now.  I  would  like  to  quote  from  a  short  report 
written  by  Patrick  Clausen  where  he  describes  the  nature  of  the 
problem.  "Tehran  is  shopping  in  the  ex-Soviet  bloc  for  arms  seem- 
ingly designed  to  give  it  a  seat  and  aisle  capability  vis-a-vis  the 
U.S.  Navy."  Your  point  about  dominance  in  the  Gulf,  Ambassador. 

"Iran  is  pouring  resources  into  a  nuclear  energy  program  that 
makes  no  economic  sense,  fueling  fears  that  it  intends  to  build  nu- 
clear weapons.  Iran  has  pressured  Gulf  states  in  ways  ranging 
from  expelling  several  hundred  United  Arab  Emirates  residents 
from  the  disputed  island  of  Abu  Musa  to  renewing  a  disputed  claim 
to  the  territory  of  Bahrain.  Iran  stepped  up  its  opposition  to  the 
peace  process  for  the  Lebanese  hezbollah  and  the  Palestinian 
Hamas.  The  governments  say  Iran  provides  training  and  support 
for  Islamic  movements  that  have  taken  up  arms  against  them. 
There  are  conflict  roles  with  Turkey  especially  over  ethnic  separat- 
ism. Iran  is  continuing  its  terrorism  by  raising  the  bounty  on 
Salman  Rushdie  and  assassinating  several  Iranians  in  the  West." 

Would  you  folks  be  willing  to  propose  or  craft  an  apology  to  Iran 
in  the  context  of  these  new  developments? 

POST-COLD  WAR  REALIGNMENTS 

Mr.  QUANDT.  Very  quickly,  Congressman.  What  I  meant  by 
globalist  bias — and  it  takes  us  a  little  into  history — is  that  for 
many,  many  years  the  United  States  looked  at  the  Middle  East  as 

gart  of  the  great  cold  war  checkerboard.  If  a  country  was  supported 
y  the  Soviet  Union,  we  had  a  great  inhibition  in  dealing  with  it. 
When  Sadat  came  to  power  in  1970  and  began  to  make  overtures 
in  early  1971  that  he  might  be  interested  in  some  kind  of  deal  with 
Israel,  how  did  we  react  to  this?  We  reacted  with  great  caution  be- 
cause he  was  still  viewed  as  a  client  of  the  Soviet  Union.  We  didn't 
explore  very  seriously  his  intentions.  It  took  a  war,  the  1973  war, 
before  we  Became  convinced  that  Sadat  was  interested  in  peace- 
making; and  then  we  could  become  a  broker  between  Egypt  and  Is- 
rael. 

What  I  sensed  over  and  over  again  during  the  cold  war  is  that 
that  was  a  common  perception.  We  looked  at  a  country's  foreign 
policy  alignment  and  labeled  it  as  radical  and,  therefore,  beyond 
the  pale  in  terms  of  our  dealings  with  it. 
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That  is  no  longer  the  case.  We  can  now  afford  to  test,  for  exam- 
ple, Syria's  intentions,  not  because  we  have  too  many  illusions 
about  Mr.  Asad  and  the  way  he  runs  his  country,  but  without  the 
cold  war  overlay,  we  can  at  least  explore  whether  he  is  prepared 
to  make  an  accommodation  with  the  Israelis,  without  thinking  that 
we  are  somehow  appeasing  a  pro-Soviet  regime.  That  is  what  in- 
hibited us  in  the  past. 

What  I  mean  by  evenhanded  is  simply  for  the  United  States,  as 
a  broker  in  the  Arab-Israeli  conflict,  to  be  able  to  move  between  the 
parties  to  look  for  possible  areas  of  compromise.  I  know  this  is  a 
loaded  word.  Many  people  have  gotten  upset  about  it  in  the  past. 

I  don't  intend  it  to  have  any  strong  connotation.  But  if  we  are 
going  to  be  an  effective  peacemaker,  we  have  to  have  the  capacity 
to  talk  effectively  with  both  sides  of  this  conflict.  I  think  we  have 
that  today.  I  would  say  that  means  we  have  the  capability  of  being 
an  evenhanded  mediator. 

That  doesn't  mean  every  issue  gets  split  down  the  middle.  That 
is  a  silly  way  of  interpreting  "evenhanded".  It  does  mean  we  try  to 
broker  deals  that  the  parties  can  agree  to.  That  doesn't  assume  a 
priori  the  United  States  has  a  measure  and  says  halfway  along  this 
ruler  is  where  everything  has  to  come  out.  On  some  issues  one  par- 
ty's concern  may  be  more  important  than  on  another. 

SYRIAN  BEHAVIOR  REMAINS  AN  ISSUE 

Mr.  Berman.  Does  it  mean,  for  instance,  ignoring  Syrian  issues 
about  support  for  terrorism  or  supplying  Hezbollah  or  what  they 
are  doing  in  Lebanon? 

Mr.  QuANDT.  No,  not  at  all.  I  don't  see  it  is  at  all. 

Mr.  Berman.  In  the  name  of  pursuing  the  peace  process? 

Mr.  QuANDT.  On  the  contrary.  If  the  peace  process  is  going  to 
work,  the  Syrian  regime  has  to  understand  that  that  kind  of  behav- 
ior is  ultimately  fatal  to  the  peace  process.  We  cannot  sustain  the 
role  we  want  to  play  as  a  peace  broker  between  Syria  and  Israel 
if  a  Syrian  regime  is  engaged  in  terrorism  or  engaged  in  abusing 
its  own  people  in  dramatic  ways. 

There  has  to  be  a  political  dialogue  about  the  expectations  that 
go  with  an  effective  American  role  as  a  peace  broker.  I  think  we 
can  have  that  kind  of  dialogue.  I  don't  know  if  Mr.  Asad,  or  his 
likely  successors,  pay  attention  to  it,  but  there  is  reason  to  raise 
those  issues. 

We  also  have  to  keep  a  focus  on  what  it  is  we  are  primarily  try- 
ing to  achieve  with  the  Syrians.  Of  course,  getting  them  out  of  the 
business  of  supporting  terrorism  is  a  high  priority.  I  think  we  have 
made  considerable  headway  on  that  as  lar  as  I  know. 

We  also  want  them  to  be  more  explicit  about  their  vision  of  peace 
with  Israel,  the  kind  of  security  arrangements  that  go  with  that. 
Yes,  we  have  an  interest  in  how  they — how  the  Asad  regime  gov- 
erns its  own  country.  On  the  scale  of  priorities,  I  think  it  is  the 
issue  of  peacemaking  with  Israel,  support  for  terrorism  that  is  first 
and  foremost  on  our  agenda  of  discussion  with  the  Syrians. 

POLICY  TOWARD  IRAN 

Mr.  Murphy.  May  I  start  on  Iran?  Then  I  think  our  policy  should 
be  based  on  the  recognition  that  Iran  is  an  important  country  in 


37 

the  Gulf.  But  we  should  not  exaggerate  its  capabilities  in  the  field 
of  evangelizing  its  particular  brand  of  Islamic  fundamentalism.  It 
had  a  direct  tie  to  Lebanon  in  terms  of  funding,  training,  arming 
the  Hezbollah. 

Fundamentalism  is  not  a  centrally  directed  force  in  the  Muslim 
world,  and  the  Iranians,  in  fact,  have  a  problem  convincing  non- 
Shiite  Muslims  that  they  have  any  particular  wisdom  to  share  with 
the  rest  of  the  Islamic  world. 

The  posture  we  have  had  for  several  years  is  not  a  bad  one.  Con- 
gressman. It  is,  "Look,  we  are  ready  for  dialogue,  but  it  will  have 
to  deal  with  some  of  the  issues  that  have  divided  us,  including  ter- 
rorism out  of  Tehran.  We  don't  buy  that  you  have  a  right  to  assas- 
sinate in  the  streets  of  Paris  or  Geneva  the  critics  of  your  regime. 
We  are  ready  to  talk  about  the  issues." 

They  like  to  talk  about  the  problems  in  The  Hague  and  the  fro- 
zen balances.  Those  balances  have  been  steadily  unfrozen  and  ne- 
gotiated out  over  the  last  few  years.  Maybe  it  can  be  done  more 
quickly. 

But  I  recommend  the  posture  of  waiting  for  them  to  come  to  us. 
The  day  has  not  yet  come  that  they  are  ready  to  do  so,  to  open  up, 
to  get  into  normal  relationship  with  the  Guli  States,  with  us,  with 
the  West  more  generally.  You  can  see  in  the — just  through  the 
media,  some  of  the  back  stabbings  going  on,  political  back 
stabbings  going  on  in  Tehran  that  are  dividing  that  leadership. 
They  are  not  ready  yet. 

When  they  are,  I  assume  the  signal  will  be  very  clear;  neither 
of  us  will  misunderstand  it.  Till  then,  we  can  try  to  discourage 
sales  to  Iran  from  Russia,  from  China.  Our  success  is  going  to  be 
limited  if  it  is  tackled  just  in  regard  to  the  Iranian  market,  but 
arms  control  talks  should  go  full  speed  ahead. 

Ms.  Anderson.  I  think  I  differ  with  Ambassador  Murphy's  sense 
of  things  as  basically  all  right  to  some  extent.  Yes,  I  don't  think 
we  should  embrace  the  Iranian  regime.  It  is  a  regime  with  which 
we  differ  on  a  variety  of  scores. 

On  the  other  hand,  I  think  isolating  a  regime  leaves  fewer  incen- 
tives to  normalize.  I  think  you  want  to  make  sure  there  are  carrots 
as  well  as  sticks.  You  want  to  make  sure  there  are  rationales  for 
discussions. 

I  think  it  is  important  to  keep  that  in  mind.  I  would  probably 
go  ahead  and  explore  that  a  little  bit  more. 

One  of  the  other  things  I  want  to  say  about  Iran  is  that  the  im- 
pact of  the  export  of  fundamentalism  or  Islamic  politics  on  the  sup- 
port for  Islamic  movements  in  other  parts  of  the  Islamic  world  is 
a  very  murky  one.  I  don't  think  we  should  take  at  face  value  the 
claims  of  governments  that  the  Islamic  problems  they  face  at  home 
are  reflections  of  some  other  government's  efforts  to  subvert  them. 

They  face  those  problems  for  their  own  domestic  reasons.  Neither 
Iran  nor  the  Sudan  will  disavow  movements  in  other  countries. 
Just  as  the  governments  like  to  say  this  unrest  is  caused  by  out- 
side agitators,  it  is  not  our  problem,  not  our  people,  we  have  no 
people  complaining  about  us,  Iran  and  the  Sudan  would  love  to  be 
portraved  as  important  as  is  suggested  in  that  kind  of  claim. 

So  tney  are  not  going  to  deny  it.  But  I  think  we  should  not  nec- 
essarily take  regional  or  international  linkages  as  important  as 
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both  the  putative  exporters,  Hke  Iran,  and  the  allegedly  receiving 
governments,  like  Tunisia,  like  to  say  it  is. 

ECONOMIC  DISPARITIES  SPUR  ISLAMIC  GROUP  RECRUITMENT 

Mr.  Stein.  Let  me  just  conclude  by  saying  I  tried  to  address  the 
problem  of  Iran  in  my  statement  on  pages  27  to  31.  Iran  remains 
instinctively  aggressive  and  instinctively  antiestablishment.  They 
are  opposed  to  the  West.  They  are  opposed  to  our  allies  in  the  re- 
gion. 

They  are  opposed  to  our  presence  in  the  Gulf.  They  don't  want 
us  to  defend  Gulf  countries.  They  are  opposed  to  the  Arab-Israeli 
peace  process.  They  do  meddle  in  troubled  waters. 

They  know  Islamic  groups  exist  in  many  countries.  They  wanted 
to  appeal  to  those  groups.  They  use  those  groups  to  enhance  them- 
selves. There  is  an  overlap,  as  Professor  Anderson  indicated. 

I  think  the  best  that  we  can  do  is  to  listen  for  different  shades 
and  tones  in  their  remarks.  I  think  the  best  we  can  do  is  also  to 
try  and  find  ways  to  discourage  their  success  in  many  areas  of  the 
Middle  East  by  providing  necessary  assistance  througn  multilateral 
outlets  so  that  fundamentalist  groups  don't  receive  that  appeal, 
that  appeal  which  is  so  relevant  and  prevalent  amongst  the  lower 
classes  who  join  these  groups. 

In  other  words,  there  is  an  economic  link  to  recruitment  in  some 
Islamic  groups.  And  if  we  want  to,  at  least,  halt  or  at  least — maybe 
not  even  halt,  at  least  slow  down  the  process  of  recruitment,  eco- 
nomic disparities  have  to  be  addressed  in  many  countries. 

Mr.  Berman.  The  Middle  East  equivalent  of  rebuilding. 

Mr.  Lantos.  I  want  to  thank  my  friend  for  the  responses.  Before 
I  turn  to  my  colleague  from  Ohio,  I  recognize  the  Ranking  Repub- 
lican member  of  the  Foreign  Affairs  Committee  to  make  an  intro- 
duction, 

INTRODUCTION  OF  UKRAINIAN  PARLIAMENTARIANS 

Mr.  GiLMAN.  Thank  you,  Mr.  Chairman.  I  will  keep  my  com- 
ments brief.  We  are  proud  to  have  with  us  today  a  very  distin- 
guished group  of  parliamentarians  from  the  Ukraine.  Their  delega- 
tion is  headed  by  Mr.  Alexander  Kasupa,  a  chairman  of  the  Com- 
mittee on  Legislation  and  Lawfulness  in  the  Supreme  Rota,  and 
Mr.  Ivan  Zents,  also  a  parliamentarian  and  chairman  of  the  Sub- 
committee on  Economic  Reform  in  the  Supreme  Rota;  and  they  are 
accompanied  by  their  staff.  We  welcome  them  to  our  Committee  on 
Foreign  Affairs. 

Thank  you,  Mr.  Chairman. 

Mr.  Lantos.  We  are  pleased  to  have  all  of  you. 

Congressman  Fingerhut. 

ARAB  RECIPROCATION  OF  ISRAELI  CONFIDENCE-BUILDING  MEASURES 

Mr.  FiNGERHUT.  Thank  you,  Mr.  Chairman.  I  appreciate  the  pan- 
el's patience.  You  know  you  are  getting  to  the  end  when  there  are 
more  of  you  than  there  are  of  us. 

On  the  question  of  the  peace  negotiations,  I  recall  when  they 
were  first  commenced  there  was  a  push  on  both  sides  to  take  steps 
that  would  indicate  that  they  were  negotiating  in  good  faith — the 
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so-called  confidence-building  measures.  I  certainly  recall  when  the 
new  government  was  elected  in  Israel,  Prime  Minister  Rabin  took 
a  variety  of  confidence-building  steps. 

Even  in  the  midst  of  this  crisis,  with  the  deportation  question, 
the  Israeli  parliament  took  steps  to  loosen  rules  with  respect  to  the 
Palestinians.  I  have  two  quick  questions.  What  steps  has  the  other 
side  taken  to  match  the  steps  taken  by  the  Israelis.  Where  should 
I  be  looking  to  see  that  good  faith  steps  are  being  taken? 

Mr.  QUANDT.  If  I  could  maybe  start  an  answer  to  that,  Congress- 
man? 

I  think  the  Syrians  began  with  a  very  formal  approach  to  the  ne- 
gotiations, with  the  Israelis,  where  there  was  very  little  real  ex- 
change in  the  negotiating  room.  There  was  no  evolution  in  the  for- 
mal position  of  the  Syrians. 

In  the  course  of  the  year,  we  began  to  see  some  signs  in  public 
that  the  Syrians  were  perhaps  reciprocating  some  of  the  con- 
fidence-building measures  that  the  Israelis  had  taken.  For  exam- 
ple, the  Syrians  for  the  first  time  began  to  speak  about  a  full  peace 
and  normal  relations  with  Israel  as  part  of  a  peace  agreement. 

That  may  not  sound  revolutionary  to  your  ears,  but  for  old  Mid- 
dle East  watchers  that  was  a  new  phrase  for  Asad.  For  the  Syrians 
to  accept  that  they  were  only  negotiating  bilaterally  on  Syrian-Is- 
raeli issues  was  also  a  new  development.  Of  course,  this  change 
greatly  facilitates  the  prospects  of  reaching  an  agreement,  as  op- 
posed to  the  Syrians  feeling  they  represent  all  of  the  other  Arab 
parties. 

It  is  also  the  case  now  that  the  Syrian  and  Israeli  negotiators, 
when  they  meet,  have  had  more  informal  exchanges  outside  the 
formal  setting,  and  I  think  that  that  is  at  least  a  small  step  in  the 
right  direction  of  normalizing  the  nature  of  the  diplomatic  dialogue. 

In  addition,  there  was,  at  least  at  the  outset  of  the  negotiations, 
an  agreement  by  the  Syrians  to  allow  Syrian  Jewish  citizens  to 
leave  the  country,  which  has  long  been  a  bone  of  contention.  There 
is  some  indication  that  process  has  slowed;  but  out  of  4,000  Jews 
in  Syria  at  the  beginning  of  the  negotiations,  I  think  something  on 
the  order  of  2,000  to  3,000  have  been  allowed  to  leave.  So  there  has 
been  some  degree  of  reciprocity. 

On  the  Palestinian  side,  it  is  harder  to  identify  exactly  what  the 
quid  pro  quos  have  been,  but  it  is  noteworthy — at  least  to  me — that 
the  Palestinians  swallowed  a  lot  of  conditions  they  weren't  happy 
about.  For  example,  their  negotiating  team  could  not  include  any- 
one from  Jerusalem,  even  though  many  of  their  main  leaders  in  the 
occupied  territories  happen  to  live  there.  So  they  have  accepted  a 
formula  whereby  nobody  from  Jerusalem  enters  the  room.  That  is 
a  fairly  significant  political  concession,  as  they  see  it. 

They  have  also  agreed — as  one  who  helped  negotiate  Camp 
David,  I  find  this  remarkable — they've  essentially  accepted  the 
Camp  David  formula  that  the  final  status  issues,  including  the  sta- 
tus of  Jerusalem,  the  final  political  status  of  the  Palestinian  areas, 
will  be  deferred  to  a  later  stage.  All  they  are  going  to  talk  about 
in  the  negotiations  now  is  the  interim  agreement. 

Those  are  steps  in  the  direction  of  realism  and  accommodation. 
Now,  they  qualitatively  may  have  a  different  feel  to  them  than 
some  of  the  things  you  see  on  the  other  side.  I  think  it  is  fair  to 
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say  the  Jordanians,  the  Palestinians,  the  Syrians,  and  the  Israelis 
have  all  made  gestures  toward  one  another.  That  is  why  I  think 
the  negotiating  process  is  not  a  fraud. 

The  regimes  want  to  move.  They  want  an  agreement.  They  are 
willing  to  make  some  gestures  even  at  the  early  stages.  You  can't 
expect  people  to  give  away  their  fundamental  positions  at  the  out- 
set of  the  negotiations. 

PROSPECTS  FOR  RESUMPTION  OF  PEACE  TALKS 

Mr.  Murphy.  If  your  question  was  what  should  you  expect,  could 
you  hope  to  hear  from  the  Arab  side  in  the  immediate  future 

Mr.  Fengerhut.  That  was  part  of  the  question,  and  what  you  are 
about  to  address. 

Mr.  Murphy.  From  the  Arab  side  what  we  all  hope  to  hear  is  an 
agreement  to  reconvene  in  Washington  in  the  coming  few  weeks. 
The  deportation,  I  believe,  was  a  great  source  of  frustration  in  the 
Arab  capitals  because  they  could  not  turn  their  back  on  the  Pal- 
estinians. 

They  deeply  resented  they  were  being  jerked  around  by  the 
Hamas  element  in  the  Palestinians  which  does  not  want  these 
talks  to  go  forward.  Now  the  test  will  be  how  they  can  work  with 
the  other  elements  in  the  Palestinian  community,  including  the 
PLO  leadership  in  Tunis,  to  get  general  agreement  the  talks  should 
go  forward. 

I  don't  think  there  is  any  question  that  in  Damascus,  Beirut, 
Amman  they  want  these  talks  to  proceed;  certainly  in  Cairo.  That 
is  going  to  be  the  next  piece  of  evidence  you  get  as  to  who  has  been 
successful  if  those  talks  convene  soon. 

Mr.  Lantos.  Thank  you  very  much. 

Congressman  Deutsch. 

FUNDING  sources  FOR  HAMAS 

Mr.  Deutsch.  I  wanted  to  spend  a  little  bit  of  time  focusing  in 
on  Hamas  and  their  financial  wherewithal.  It  just  seems  from 
press  accounts  they  are  being  significantly  funded  by  Saudi  Arabia 
and  Iran.  I  was  curious  in  terms  of  your  response,  what  you  are 
aware  of,  about  the  funding,  what  does  it  mean  as  a  statement  by 
Saudi  Arabia  that  says  they  are  part  of  the  peace  process  of  fund- 
ing an  organization  that  by  any  definition  is  a  terrorist  organiza- 
tion? If  you  can  respond  to  that?  Anyone? 

Mr.  Stein.  Yassar  Arafat  has  said  that  Hamas  has  received  over 
$30  million  in  assistance  from  the  Iranians.  He  considers  Hamas 
to  be  a  threat  to  the  internal  affairs  of  the  PLO.  There  is  evidence 
to  suggest  according  to  recent  New  York  Times  publications  that 
there  is  a  link  here  in  the  United  States  to  funding  to  Hamas  sym- 
pathizers in  the  territories. 

It  is  easy  to  transfer  money.  Congressman.  During  the  early  part 
of  the  Palestinian  uprising,  moneys  came  from  all  parts  of  the 
world  into  the  territories.  Money  is  washable,  fungible.  With  the 
ability  to  transfer  it,  there  probably  are  other  sources  of  outside  as- 
sistance for  Hamas.  It  is  very  difficult  for,  for  example,  Syria  to 
provide  logistical  support  for  Hamas  because  it  is  not  in  territorial 
proximity  to  it. 
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The  Israeli  expulsion  and  deportation  was,  I  think,  a  miscalcula- 
tion on  a  lot  of  people's  part.  But  it  doesn't  detract  from  the  reality 
that  Hamas  is  totally  and  unalterably  opposed  to  any  negotiations 
with  Israel,  and  opposed  to  and  opposed  to  any  recognition  of  the 
State  of  Israel.  That  is  their  flat  out  policy.  They  make  no  bones 
about  stressing  that  position. 

Mr.  Murphy.  As  far  as  the  Saudis  go,  it  is  certainly  not  Saudi 
policy  to  support  Hamas.  They  want  to  see  this  peace  process  suc- 
ceed. They  want  to  see  a  settlement. 

Are  there  individual  Saudis  who  may  be  transferring  money  to 
Hamas?  Quite  possible.  I  doubt — in  fact,  I  am  convinced  it  would 
not  be  the  Saudi  Government.  They  have  had  their  frictions,  very 
deep  frictions  with  Arafat  and  the  PLO  leadership  over  their  view 
of  how  they  were  betrayed  in  the  fall  of  1990  in  the  lead-up  to 
Desert  Storm.  They  pulled  away  from  that  leadership;  but  that  has 
not  driven  them  to  support  Hamas. 

STRENGTH  OF  HAMAS 

Mr.  Oilman.  Will  the  gentleman  yield? 

Mr.  FiNGERHUT.  Yes. 

Mr.  Oilman.  How  strong  is  Hamas  in  the  other  Arab  nations?  ' 

Mr.  Murphy.  Strictly  speaking,  it  doesn't  exist,  sir.  It  is  a  Gazan 
outfit  that  started  to  spread  in  the  West  Bank.  It  is  a  manifesta- 
tion of  fundamentalism,  if  you  will.  It  is  not  per  se  in  other  Arab 
nations. 

Mr.  Stein.  It  is  also  antiestablishment.  It  is  not  just  fundamen- 
talist; it  is  definitely  against  the  PLO  leadership. 

Mr.  Oilman.  Thank  you. 

I  thank  the  gentleman  for  yielding. 

Mr.  Lantos.  Congressman  Schumer. 

DOUBLE-STANDARD  SEEN  IN  U.N.  ACTIONS 

Mr.  Schumer.  Thank  you,  Mr.  Chairman. 

My  first  question  relates,  again,  to  Hamas  and  the  reports  that 
in  the  U.N. — particularly  launched  by  the  Arab  countries — there  is 
a  double  standard  in  the  American  posture  at  the  U.N.;  that  we  ex- 
pect prompt  enactment  of  U.N.  resolutions  on  Bosnia,  but  there  are 
protests  against  sanctions  regarding  Israel.  It  seems  the  far  more 
direct  double  standard  was  the  fact  when  the  Kuwaitis  expelled 
100,000,  some  say  300,000  Palestinians,  not  on  the  basis  of  terror- 
ism, without  any  recourse,  without  any  due  process,  that  that  is 
never  mentioned. 

That,  to  me,  is  the  direct  analogy.  For  someone  like  myself,  new 
on  the  committee,  I  wonder  what  all  the  drumbeat  is  about  the 
first  double  standard,  and  to  me  the  situations  are  not  analogous 
at  all  and  not  even  a  peep  about  the  second,  which  seems  to  me 
directly  on  point. 

So  maybe  as  a  new  member  of  this  committee,  some  of  the  panel- 
ists could  explain  to  me  whether  there  is  any  justification  for  that; 
and  secondly,  even  if  there  isn't,  why  it  seems  to  happen. 

For  instance,  why  wouldn't  our  Government  say,  fine,  we  will  im- 
pose the  same  standards  on  Israel  as  we  impose  on  Kuwait.  Is  it 
just  politics?  Maybe  Ambassador  Murphy  could  answer  it  first? 
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Mr.  Murphy.  Well,  I  think  the  administration  has  spoken  to  it, 
Congressman;  that  they  do  not  equate  the  invasion,  annexation  of 
Kuwait  with  the  Israeli  deportation  of  Hamas  members.  That  has 
created  problems  of  its  own,  but  I  don't  think  there  is  anybody  in 
our  administration  equating  the  two  situations,  what  flowed  n-om 
the  Iraqi  invasion 

Mr.  ScHUMER.  But  you  read  in  the  reports  that  we  are  under 
pressure  in  the  United  Nations  because  this  is  the  drumbeat  there; 
and  the  flaw  was  in  the  initial  resolution,  which  did  not  mention 
what  Kuwait  did  and  did,  of  course,  mention — you  know,  was 
aimed  at  Israel.  So  my  question  to  someone  much  more  seasoned 
in  this  than  I  am,  as  you  are,  is,  is,  the  only  reason  we  don't  bring 
up  the  Kuwaiti  injustice  politics,  there  are  many  more  votes  at  the 
U.N.  on  the  other  side? 

Am  I  incorrect  the  analogy  is  far  more  direct  as  to  what  Kuwait 
did  in  terms  of  the  Geneva  Convention,  the  expulsion  of  people  be- 
cause they  are  a  particular  race,  religion,  whatever? 

Mr.  Steen.  It  is  no  secret  Israel  is  held  up  to  a  higher  standard. 

Mr.  ScHUMER.  I  wondered  if  Ambassador  Murphy  agrees  with 
that  at  the  U.N.? 

Mr.  Murphy.  Yes.  At  the  U.N.  there  is  an  itch  which  we  have 
seen  over  the  years  to  poke  Uncle  Sam  in  the  eye  if  we  don't  sup- 
port all  positions  of  each  of  the  member  states;  then,  as  we  are 
seen  very  enthusiastically  to  be  protecting  or  very  ardently  protect- 
ing Israel,  they  use  any  incident  like  this  to  cry  foul  and  say  it  is 
a  double  standard. 

The  mistake  may  have  been  in  the  original  resolution  which  we 
supported  of  a  condemnation.  From  that  point  the  platform  was 
built  to  accuse  us  of  double  standards  if  we  are  not  willing  to  apply 
sanctions  to  Israel.  We  say  obviously  it  is  a  totally  different  situa- 
tion, a  unique  situation;  and  obviously,  the  administration  has 
been  scrambling  to  avoid  any  further  votes  at  the  U.N. 

But  we  have  critics  up  there  who  for  their  own  purposes  will  try 
to  use  our  support  of  Israel  for  completely  unrelated  aims. 

ISRAEL  DEPORTATION/KUWAITI  EXPULSION  OF  PALESTINIANS 

Mr.  ScHUMER.  You  do  agree  the  Kuwaiti  situation  is  analogous? 

Mr.  QuANDT.  May  I  speak  to  that  for  a  moment? 

There  are  similarities.  I  would  by  no  means  want  to  say  that 
what  the  Kuwaitis  did  is  justified.  But  Palestinians  who  were  in 
Kuwait  went  there  as  workers,  voluntarily  seeking  jobs  and  em- 
ployment in  Kuwait  and  held  Jordanian  passports. 

Perhaps  unfairly,  the  Kuwaitis  never  gave  them  citizenship. 
They  never  had  political  rights  within  Kuwait.  They  were  there  as 
tolerated  foreign  workers.  They  did  have  a  passport  of  another 
country  which  could  conceivably  receive  them. 

The  Palestinians  in  Gaza  were  living  in  their  homes  and  came 
under  occupation  in  circumstances  we  know  about  in  1967,  and 
have  been  living  under  Israeli  occupation  since  1967.  They  don't 
have  another  country  whose  passport  they  hold  that  they  can  go  to. 
They  certainly  do  not  have  Lebanese  passports.  When  they  were 
told  they  couldn't  stay  in  Gaza,  in  their  homes,  they  didn't  have  an- 
other place  to  go  to  of  the  Palestinians 
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Mr.  SCHUMER.  Wait  a  second,  Dr.  Quandt.  Are  you  saying  that 
you  think  that  the  IsraeH  expulsion  of  the  415  Hamas  people  is  less 
egregious  than  the  Kuwaiti  expulsion 

Mr.  Quandt.  I  specifically  started  by  saying  I  don't  think  one 
should  excuse  the  Kuwaitis.  You  are  asking  are  they  identical?  No. 

Are  they  similar?  Yes,  there  are  similarities. 

Mr,  ScHUMER.  Are  they  more  similar  than  the  relationship  be- 
tween these  415  and  what  is  happening  in  Iraq  and  Bosnia? 

Mr.  Quandt.  Yes.  I  think  Iraq  and  Bosnia  are  different  kinds  of 
international  crises.  But  there  is  at  least  some  legal  and  technical 
difference  between  what  happened  in  Kuwait  and  what  happened 
recently  with  the  Israeli  deportations. 

Mr.  SCHUMER.  Thank  you,  Mr.  Chairman. 

FURTHER  POLITICIZATION  OF  U.N.  FORESEEN 

Mr.  Stein.  Mr.  Chairman,  may  I  make  one  remark?  I  think  there 
is  a  broader  question  which  your  question  poses.  That  is  that  in  the 
absence  of  the  cold  war,  many  countries  are  now  going  to  use  the 
U.N.  as  a  barometer  for  testing  American  logic  and  consistency  in 
foreign  policy.  They  will  argue  that  what  we  do  in  one  area,  we 
don't  do  in  another,  and,  therefore,  we  are  inconsistent  and  there- 
fore how  can  we  be  a  superpower? 

I  think  more  is  expected  of  us  now,  as  Ambassador  Murphy  said 
in  his  opening  remarks,  because  of  the  end  of  the  cold  war,  because 
we  are  sitting  out  there  all  alone.  The  only  alternative  which  coun- 
tries without  a  patron  possess  is  to  use  the  U.N.  as  a  vehicle 
against  us  for  political  purposes. 

So  we  have  to  be  prepared  for  more  questions  from  you  when  we 
get  asked  here  again. 

Mr.  Lantos.  Congressman  Menendez. 

SITUATION  IN  IRAQ 

Mr.  Menendez.  Thank  you,  Mr.  Chairman.  I  had  the  privilege  of 
hearing  all  of  you  before  I  had  to  step  out,  and  reading  your  com- 
ments. 

I  am  particularly — some  of  your  comments  made  me  come  back 
to  ask  one  or  two  questions.  I  am  thankful  for  your  patience,  mere- 
ly knowing  the  only  thing  between  lunch  and  you  is  me. 

Let  me  just  get  to  my  first  question.  That  is  to  Ambassador  Mur- 
phy: You  made  the  comment  that  when  the  overthrow  of  a  leader 
becomes  an  important  goal  of  policy,  the  people  in  the  country  suf- 
fer, not  their  leaders. 

To  me,  particularly  in  the  case  of  Iraq,  it  perplexes  me  because, 
in  fact,  it  is  because  of  their  leader  that  they  suffer.  I  particularly 
look  in  terms  of  domestic  policy,  domestic  support.  As  I  think  one 
of  you  mentioned,  domestic  support  is  a  function  of  making  sure 
foreign  policy  is  successful. 

How  do  we  reconcile  that?  In  the  case  of  this  American  public, 
I  think  time  and  time  again  they  have  said  we  should  have  created 
a — the  focus  under  which  ultimately  Saddam  Hussein  would  not 
have  stayed  in  power. 

So  that  would  seem  to  contradict  your  position.  Could  you  eluci- 
date for  me? 
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Mr.  Murphy.  Congressman,  I  am  just  trying  to  say  that  the  peo- 
ple didn't  elect  him,  in  any  sense  we  would  use  the  word  election, 
and  they  are  impotent  to  get  rid  of  him.  Our  dilemma  is  we  would 
love  to  get  rid  of  him.  He  deserves  to  be  gotten  rid  of.  But  we  are 
not  very  good  at  that.  We  cannot  get  rid  of  individual  leaders. 

Objectively  vou  would  have  thought  in  the  fall  of  1990  that  by 
putting  an  embargo  on  Iraqi  oil  exports,  instantly  blocking,  I  think, 
some  98  percent  of  their  foreign  exchange  earnings,  it  was  argued 
by  very  serious  people  in  this  Congress,  in  the  media,  I  argued  it 
at  one  point  myself  in  October  of  1990,  that  sanctions  should  be 
given  a  good  try,  because  the  power  of  those  sanctions  was  far 
greater  than  anything  we  have  been  able  to  focus  on  other  coun- 
tries to  whom  we  applied  sanctions  and  that  the  leader  would  have 
been  humiliated  and  forced  out. 

The  leader  was  humiliated.  He  was  not  forced  out.  The  leader 
went  to  war.  He  could  have  paralyzed  President  Bush  on  January 
14  by  withdrawing  5  kilometers  to  the  border,  staying  in  just  part 
of  the  territory.  After  the  war,  the  assumption,  the  wishful  think- 
ing was  that  his  people  would  get  rid  of  him.  The  silver  bullet  in 
the  bodyguard's  pistol  would  take  him  out.  It  didn't  happen. 

And  the  people  have  suffered,  and  the  people  are  continuing  to 
suffer.  The  standard  of  life  is  degrading.  We  have  a  dilemma  here. 

To  that  extent,  we  brought  it  on  ourselves  by  over  personalizing 
and  emphasizing  the  personality  of  Saddam  Hussein. 

Mr.  Menendez.  I  understand  what  you  are  saying.  Except  for  the 
fact  it  seems  we  would  always  be  in  quicksand  there  for  so  long  as 
he  continues.  It  is  obvious  that  part  of  what  he  views  as  retaining 
his  power  is  to  make  sure  that  he  does  whatever  he  can  to  violate 
international  resolutions  and  the  like. 

So  it  seems  to  me  that  ultimately  while  it  may  be  difficult,  that 
the  short-term  pain  is  hopefully  for  long-term  gain. 

I  appreciate  your  comments. 

CARROT  AND  STICK  APPROACH  TO  MIDEAST  DIPLOMACY 

I  have  one  question  of  Dr.  Quandt  who,  on  page  4  of  your  state- 
ment, said,  "carrots  and  sticks  must  be  used  sometimes  in  combina- 
tion to  influence  reluctant  parties  as  it  relates  to  the  Israeli-Arab 
peace  process." 

Can  you  describe  what  you  believe  some  of  those  carrots  and 
sticks  to  be  that  should  be  used? 

Mr.  QuANDT.  Yes.  I  will  mention  one  I  am  sure  many  of  you  will 
disagree  with  me  on;  but  I  think  President  Bush  demonstrated  in 
the  way  he  handled  the  loan  guarantee  issue  to  the  Israelis  there 
were  conditions  under  which  the  carrot  would  be  offered,  namely 
$10  billion  in  loan  guarantees  in  return  for  a  slowing  down  of  the 
settlement  activities  and  if  that  condition  wasn't  met  the  loan  guar- 
antees wouldn't  be  offered. 

Many  people  didn't  like  that  form  of  linkage.  I  happen  to  think 
it  contributed  to  an  outcome  we  should  all  be  pleased  with,  namely 
the  Israelis  changed  their  government.  It  was  not  the  only  reason 
they  did,  but  it  contributed  to  it.  And  they  have,  in  fact,  embarked 
on  a  policy  of  slowing  down  the  settlement  process  in  return  for 
which  we  have  given  them  a  fairly  nice  carrot.  That  is  normal  di- 


45 

plomacy.  If  we  are  expected  to  come  up  with  significant  commit- 
ments, there  are  certain  conditions  that  need  to  be  expected. 

If  those  conditions  aren't  met,  I  don't  think  we  are  under  any  ob- 
ligation to  fork  over.  That  is  basically  what  I  meant.  No  blank 
checks  to  any  of  the  parties  in  the  Middle  East. 

For  the  Egyptians,  if  they  get  economic  assistance  from  us,  then 
there  are  certain  conditions  concerning  economic  reform  so  the  aid 
is  actually  used  effectively.  Those  are  the  kinds  of  things  I  have  in 
mind.  I  don't  have  a  laundry  list  to  offer  in  the  abstract. 

I  think  much  of  this  depends  upon  specific  issues,  conditions  that 
arise  between  us  and  other  countries;  but  insofar  as  we  are  going 
to  be  expected  to  commit  resources,  whether  diplomatic  or  arms 
transfers  or  economic  aid.  I  think  we  can  insist  on  a  degree  of  con- 
ditionality.  That  is  what  I  mean  by  carrots  and  sticks. 

Mr.  Lantos.  Congressman  Oilman. 

EVALUATING  PROGRESS  IN  PEACE  TALKS 

Mr.  Oilman.  Thank  you,  Mr.  Chairman.  I  will  be  brief.  I  know 
the  hearing  has  gone  on  for  an  extended  period  of  time. 

How  would  you  evaluate  the  progress  in  the  peace  talks  to  date? 
When  Prime  Minister  Rabin  was  first  elected  he  predicted  an  Is- 
raeli-Palestinian agreement  on  a  transitional  authority  within  6  to 
9  months  and  Palestinian  elections  by  April  of  1993.  What  do  you 
see  as  a  realistic  timeframe  for  all  of  this? 

What  are  the  major  differences  between  the  Israelis  and  the  Pal- 
estinians at  the  present  time? 

I  ask  that  of  the  entire  panel.  Who  would  like  to — Dr.  Quandt? 

Mr.  Quandt.  I  will  start. 

I  think  the  negotiations  on  both  tracks,  Syria,  and  Palestinians, 
have  not  gone  as  quickly  as  the  optimists  hoped.  More  progress  has 
been  made  on  the  Syrian-Israeli  front  than  most  people  expected. 
I  think  the  parties  on  their  own  have  begun  to  move  toward  some 
kind  of  statement  of  agreed  principles  and  with  a  bit  more  effort 
might  actually  reach  agreement  within,  let's  say,  the  next  6 
months. 

On  the  Palestinian-Israeli  front,  the  problem  is  that  the  negotia- 
tions really  have  not  moved  substantively  forward.  A  whole  series 
of  procedural  roadblocks  have  been  overcome  in  the  past  year,  but 
as  far  as  I  can  tell,  no  real  progress  on  substance.  Partly  maybe 
that  is  just  the  dynamic  of  the  negotiation. 

Neither  side  is  ready  to  start  playing  their  cards  because  they 
don't  sense  the  other  side  is  ready.  It  seems  to  me  that  here  a  me- 
diator could  help  to  simplify  the  agenda.  The  formal  proposals  on 
the  table  from  the  Israelis  and  Palestinians  are  very,  very  com- 
plicated proposals.  They  are  almost  tr3ang  to  solve  everything  at 
the  outset,  rather  than  seeing  the  interim  period  as  one  in  which 
a  change  will  begin  to  take  place  that  can  continue,  preparing  the 
way  for  the  final  stage  of  negotiation. 

If  I  were  in  the  business  of  trying  to  mediate  this,  I  would  say 
let's  start  with  a  simpler  objective:  trying  to  set  a  target  date  for 
holding  elections  for  the  Palestinian  governing  authority;  to  define 
the  initial  minimal  set  of  responsibilities  for  that  autnority,  and 
there  is  some  agreement  on  at  least  a  minimal  set;  and  then  to 
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reach  an  agreement  that,  as  the  interim  period  unfolds,  the  parties 
will  continue  to  talk  about  expanding  the  scope  of  that  autnority. 

The  parties  should  try  to  identify  the  "starter  kit"  for  this  Pal- 
estinian government;  not  everything  it  will  ever  conceivably  do,  but 
what  it  will  start  to  do:  control  over  economic  decisionmaking,  some 
degree  of  control  over  internal  security,  things  where  there  is  a 
fairly  broad  consensus. 

That  strikes  me  as  a  much  more  promising  approach,  to  start 
with  a  fairly  limited  objective  and  say  that  the  final  status  negotia- 
tions will  begin  within  3  years  of  the  interim  period  and  that  is 
where  some  of  these  issues  will  ultimately  have  to  be  addressed. 

But  the  way  the  negotiations  are  going,  you  can  sense  each  party 
is  tryingto  resolve  final  status  issues  in  this  initial  interim  nego- 
tiation. That  is  just  a  formula  for  deadlock.  They  don't  ag^ee  on  tne 
final  status  issues. 

EFFICACY  OF  IMPOSING  DEADLINES  IN  NEGOTIATING  PROCESS 

Mr.  Stein.  Let  me  just  make  this  comment:  that  both  the  Syrian- 
Israeli  track  and  the  Israeli-Jordanian  track  are  headed  down  the 
same  path  or  same  track  toward  some  set  of  declaratory  principles 
about  nonbelligerency  or  nonresort-to-force.  Whether  that  takes  the 
shape  of  some  formal  declaration  or  some  formal  agreement,  I  am 
not  sure.  We  do  know  there  is  a  draft  agenda  agreed  upon  between 
the  Jordanians  and  the  Israelis  which  speaks  about  mutual  com- 
mitment, not  to  threaten  each  other  by  any  use  of  force.  If  that  is 
not  an  outline  for  nonbelligerency,  I  don't  know  what  is. 

There  is  a  lot  of  progress  whicn  has  been  made  in  the  Israeli-Jor- 
danian track.  I  suspect  we  will  learn  more  about  the  Syrian-Israeli 
one  within  the  next  6  months. 

Congressman,  I  give  you  a  plea.  When  we  said  that  Resolution 
242  was  the  outline  and  framework  for  a  negotiated  settlement  in 
the  Arab-Israeli  conflict,  we  never  said  what  the  borders  should  be. 
We  never  said  it  meant  full  withdrawal.  We  never  said  the  Israelis 
could  keep  it  all.  It  didn't  preclude  one  or  the  other.  We  should  be 
ambiguous  on  this  issue. 

The  other  thing  we  have  not  done  is  not  put  a  time  limit  on  peo- 
ple; and  I  think  when  we  do,  we  make  a  big  mistake  in  Arab-Israeli 
negotiations.  You  asked  the  question:  What  can  we  expect  in  the 
near-term  timeframe?  I  think  the  biggest  mistake  is  to  put  a  clock 
on  this.  I  think  we  have  to  believe  in  terms  of  calendars  and  years, 
rather  than  clocks. 

Mr.  Murphy.  May  I  disagree? 

I  think  Rabin  was  right  to  put  a  time  limit,  the  one  you  quoted. 
I  think  that  can  operate  as  an  incentive.  As  long  as  he  and  the  rest 
of  us  recognize  that  it  is  the  Palestinians  that  have  the  hardest  de- 
cisions to  make  and  they  are  the  weakest  of  the  parties  by  far.  It 
is  going  to  take  a  lot  of  care  and  feeding. 

You  go  out  there,  you  talk  to  them,  there  is  still  a  very  strong 
degree  of  local-itis;  there  is  the  pull  of  Hamas,  Tunis,  everything. 
They  have  a  very,  very  tough  job  trying  to  hold  the  delegation  to- 
gether and  speak  with  one  voice. 

I  think  Rabin  was  right  to  put  that  carrot  out  there,  that  target 
out  there. 

Mr.  Oilman.  Thank  you.  Ambassador  Murphy. 
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Professor  Anderson. 

Ms.  Anderson.  I  guess  I  would  like  to  reiterate  that  I  do  think 
that  time  is  of  the  essence  here.  This  is  not  something  that  can 
drag  on  for  a  long  time.  Six  months,  9  months,  some  specific  dead- 
lines may  pass  without  catastrophes,  but  I  think  we  could  lose  a 
generation  if  this  doesn't  go  reasonably  well  and  with  some  alac- 
rity. 

I  think  the  leadership  of  the  PLO  is  challenged  now  by  Hamas 
and  needs  to  reestablish  its  authority;  there  are  concerns  about  the 
health  of  the  King  in  Jordan.  There  are  a  lot  of  reasons  to  think 
this  isn't  something  with  which  we  can  really  afford  to  meander 
around. 

Mr.  Oilman.  I  want  to  thank  our  panelists  for  their  patience  and 
for  their  very  astute  observations. 

Thank  you,  Mr.  Chairman. 

Mr.  Lantos.  I  wanted  to  add  my  thanks  to  all  four  witnesses. 
This  has  been  an  extraordinarily  informative  hearing.  We  look  for- 
ward to  having  you  back.  We  look  forward  to  further  progress  in 
the  peace  negotiations. 

This  hearing  is  adjourned. 

[Whereupon,  at  12:35  p.m.,  the  committee  was  adjourned.] 
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WEDNESDAY,  FEBRUARY  3,  1993 

House  of  Representatives, 

Committee  on  Foreign  Affairs, 

Washington,  D.  C. 

The  committee  met,  pursuant  to  call,  at  9:31  a.m.,  in  room  2172, 
Raybum  House  Office  Building,  Hon.  Lee  H.  Hamilton  (chairman 
of  the  committee)  presiding. 

Chairman  Hamilton.  The  House  Foreign  Affairs  Committee  will 
come  to  order. 

We  meet  today  in  open  session  to  discuss  U.S.  policy  toward 
Latin  America.  This  is  the  third  in  a  series  of  hearings  the  commit- 
tee is  holding  to  review  key  foreign  policy  issues  confronting  the 
United  States. 

Chairman  Hamilton.  We  will  hear  testimony  today  from  Mr. 
Peter  Hakim — do  you  pronounce  that  "Hay'-kum"? 

Mr.  Hakim.  "Hay'-kum"  or  anyway  you  would  like. 

Chairman  Hamilton.  "Hay'-kum,"  all  right.  Let's  get  it  right. 
Acting  President  of  the  Inter-America  Dialogue. 

Dr.  William  Perry,  Senior  Associate  of  the  American  Program  at 
the  Center  for  Strategic  and  International  Studies. 

Dr.  Joseph  Tulchin,  Director  of  the  Latin  American  Program  at 
the  Woodrow  Wilson  International  Center  for  Scholars. 

We  have  a  number  of  topics  of  interest  to  the  committee:  the  con- 
solidation of  democracy  and  market  economic  reform  throughout 
the  hemisphere;  forthcoming  consideration  of  the  North  American 
Free  Trade  Agreement  by  Congress;  the  Enterprise  for  the  Ameri- 
cas Initiative;  the  direction  U.S.  assistance  should  take  as  needs 
change  and  resources  decline;  Haiti;  Central  America;  the  status  of 
relations  between  the  military  and  civilian  society  in  the  region. 

We  want  to  keep  the  focus  of  the  hearing  on  the  most  important 
things  for  members  of  this  committee  and  the  Congress  to  know 
about  Latin  America,  what  is  right  and  what  is  wrong  with  current 
U.S.  policy,  and  what  recommendations  you  make. 

We  will  all  have  questions,  of  course,  to  raise  after  your  opening 
statements.  The  chair  will  repeat  that  he  wants  to  keep  the  5- 
minute  rule  in  operation,  and  when  the  red  signal  appears  I  will 
advise  members  that  their  time  has  expired.  I  am  very  pleased  in- 
deed to  have  these  witnesses  with  us.  Your  prepared  statements, 
of  course,  will  be  entered  into  the  record  in  full,  and  I  hope  that 
you  will  summarize  those  statements  in  approximately  5  minutes, 
and  then  we  will  proceed  with  questions. 

Let's  just  proceed,  Mr.  Hakim,  across  the  table  from  left  to  right. 
You  may  begin. 

(49) 
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STATEMENT  OF  PETER  HAKIM,  ACTEvTG  PRESmENT,  INTER- 
AMERICAN  DIALOGUE 

Mr.  Hakim.  Thank  you,  Mr.  Chairman.  I  greatly  appreciate  this 
opportunity  to  discuss  U.S.  poHcy  toward  Latin  America.  This  oral 
statement  will  necessarily  be  a  broad  overview,  particularly  now 
that  I  am  limited  to  5  minutes  rather  than  the  10  that  I  was  told 
I  would  have.  Although  I  will  be  presenting  my  own  views  today, 
much  of  what  I  have  to  say  will  be  drawn  from  two  recent  reports 
of  the  Inter-American  Dialogue,  one  a  comprehensive  policy  report 
and  the  second  an  earlier  report  issued  by  a  special  Dialogue  task 
force  on  Cuba. 

Back  in  November,  Bill  Clinton  said  to  a  group  of  Latin  Amer- 
ican leaders  that  he  wanted  to  create  a  "Western  Hemisphere  com- 
munity of  democracies."  This  is,  obviously,  an  ambitious  goal,  but 
it  is  the  right  goal  for  these  times.  The  main  challenge  for  the 
United  States  in  Latin  America  today  is  not  resolving  old  conflicts, 
although  there  are  still  many  of  those  are  still  recurring.  Instead, 
it  is  effectively  managing  new  opportunities  for  cooperation  be- 
tween the  U.S.  and  the  region. 

The  North  American  Free  Trade  Agpreement  will  be  the  first  cru- 
cial test  of  the  new  administration's  commitment  to  regional  eco- 
nomic partnerships,  and  a  great  deal  is  riding  on  the  North  Amer- 
ican Free  Trade  Agreement.  It  will  be  a  crucial  determant  of  our 
relationship  with  Mexico,  which  is  our  most  important  bilateral  re- 
lationship in  the  hemisphere.  The  defeat  of  NAFTA  would  gut  the 
core  of  any  future  hemispheric  trade  relations.  Conversely,  if  it  is 
approved,  it  would  set  the  stage  for  free  trade  negotiations  with 
other  Latin  American  countries.  President  Clinton  is  right  to  de- 
mand that  NAFTA  be  fortified  by  supplemental  accords  protecting 
the  environment  and  workers'  rights. 

Beyond  Mexico,  the  administration  should  move  quickly  to  trans- 
form the  NAFTA  accord  into  a  hemisphere  wide  free  trade  area.  In- 
deed, consultations  should  begin  very  early  with  other  countries  to 
move  in  that  direction.  It  will  be  particularly  important  to  engage 
Brazil,  which  has  40  percent  of  Latin  America's  population  and  40 
percent  of  its  economic  output. 

On  the  political  front,  the  best  way  for  President  Clinton  to  up- 
hold his  vow  to  support  democracy  and  human  rights  in  Latin 
America  is  to  fortify  the  role  of  the  Organization  of  American 
States.  We  know  that  the  OAS  has  not  made  as  much  progress  as 
we  had  hoped  in  Haiti  or  Peru,  but  that  does  not  mean  that  Wash- 
ington should  give  up  on  it.  Instead,  what  is  needed  is  U.S.  leader- 
ship to  help  reshape  the  organization  into  a  more  effective  instru- 
ment of  multilateral  action,  and  there  are  a  number  of  specific  rec- 
ommendations that  I  make  toward  this  end  in  my  written  state- 
ment. 

In  the  specific  cases  of  Haiti  and  Peru,  which  I  will  be  happy  to 
speak  about  at  greater  length,  the  kev  there  is  that  the  United 
States  and  other  OAS  members  must  keep  sustained  pressure  on 
all  sides  to  negotiate  until  an  agreement  is  reached.  The  pressure 
cannot  be  removed  from  either  side  whether  in  Haiti  or  Peru. 

There  are  other  individual  initiatives  the  United  States  can  take 
to  promote  democracy  in  Latin  America.  One  of  the  most  important 
is  to  help   contribute  to   the   struggle   for   social  justice  in   Latin 
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America.  Bill  Clinton  would  surely  recognize  that  progress  toward 
democracy  cannot  be  sustained  as  long  as  mass  poverty  and  pro- 
found economic  inequalities  plague  the  hemisphere,  and  it  is  not 
only  U.S.  aid  that  is  necessary  but  U.S.  influence  in  a  variety  of 
institutions. 

There  are  a  number  of  other  issues  that  I  would  like  to  discuss. 
These  are  some  of  the  old  issues  that  refuse  to  go  away.  One  of 
these  is  Central  America,  where  democratic  rule  remains  weak, 
where  abject  poverty  remains  pervasive,  and  most  of  the  countries 
are  economically  distressed.  The  best  way  to  contribute  to  political 
opening  and  reconstruction  in  that  region  is  to  reverse  the  sharp 
decline  in  our  aid  dollars  over  the  past  few  years. 

Then  we  get  to  the  very  troublesome  issue  of  Cuba.  The  Inter- 
American  Dialogue's  report,  put  forth  this  past  September,  pre- 
sents a  sensible  alternative  to  current  policy,  a  policy  which  is  stale 
and  unproductive  in  that  region.  The  core  of  the  policy  is  that  the 
United  States  ought  to  be  seeking  greater  cooperation  with  Latin 
America;  most  of  the  recommendations  follow  from  that.  Basically, 
the  choice  is  whether  the  United  States  simply  wants  to  sit  back 
and  wait  for  Fidel  Castro  to  pass  from  the  scene  or  to  really  be^n 
to  mobilize  an  international  coalition  and  to  try  to  bargain  with 
Cuba. 

Decisions  also  have  to  be  made  about  international  drug  policy. 
Right  now  the  evidence  seems  overwhelming  that  U.S.  antidrug  ef- 
forts overseas  have  no  impact  on  our  drug  problem  at  home.  Fund- 
ing for  drug  initiatives  in  Latin  America,  in  brief,  should  either  be 
sharply  curtailed  or  more  effectively  directed  to  helping  Latin 
American  governments  deal  with  their  drug  problems,  not  ours. 

In  sum,  President  Clinton  has  inherited  a  well-defined  policy 
agenda  for  Latin  America.  We  now  have  a  reasonable  bipartisan 
consensus  on  what  issues  deserve  attention,  and  that  consensus,  by 
and  large,  is  shared  with  the  countries  and  governments  of  Latin 
America.  The  challenges  are  still  great,  however.  The  battle  for  de- 
mocracy in  the  region  could  be  lost,  economic  progress  is  not  as- 
sured, and  cooperation  between  Latin  America  and  the  United 
States  is  still  incipient. 

The  real  task  of  the  Clinton  administration  is  not  to  break  new 
ground,  but  to  build  on  what  has  been  accomplished  and  seek  to 
structure  an  enduring  relationship  that  serves  the  interests  and 
values  of  both  the  United  States  and  Latin  America.  By  grasping 
the  historic  moment,  the  Clinton  administration  would  benefit  all 
Americans,  North  and  South. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  of  Mr.  Hakim  appears  at  the  conclusion 
of  the  hearings.] 

Chairman  Hamilton.  Thank  you,  Mr.  Hakim. 

Mr.  Perry. 

STATEMENT  OF  WILLIAM  PERRY,  SENIOR  ASSOCIATE,  AMER- 
ICAN PROGRAM,  CENTER  FOR  STRATEGIC  AND  INTER- 
NATIONAL  STUDIES  (CSIS) 

Mr.  Perry.  Thank  you,  sir.  I  appreciate  the  opportunity.  I  am 
suffering  from  the  mother  of  all  colds  and  hope  that  you  will  bear 
with  me. 
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The  Foreign  Affairs  Committee  of  the  U.S.  House  of  Representa- 
tives is  to  be  commended  for  allocatin|[  its  scarce  time  at  this  cru- 
cial juncture  to  a  general  review  of  U.S.  foreign  policy  and  to  devot- 
ing this  particular  session  to  the  Western  Hemisphere. 

Despite  many  obvious  problems,  the  situation  wdthin  the  region 
has  been  extremely  favorable  in  recent  years.  The  vast  majority  of 
Latin  America  and  the  Caribbean  countries  have  been  ruled  by 
more  or  less  democratic  governments.  A  truly  amazing  process  of 
market  reform  has  swept  over  the  region,  establishing  the  basis, 
and  in  many  cases  the  reality,  of  economic  growth.  Formerly  con- 
tentious politico-security  issues  among  Latin  American  countries 
and  between  them  and  the  United  States  have  seemed  in  general 
abeyance.  And  the  taboo  which  long  existed  against  open  coopera- 
tion with  Washington  appears  largely  to  have  fallen  away. 

In  response  to  these  positive  trends  and  with  an  eye  toward  en- 
hancing U.S.  competitiveness  on  the  new  global  stage,  the  Bush  ad- 
ministration resolved  to  enter  into  negotiations  aimed  at  incor- 
porating Mexico  within  the  North  American  Free  Trade  Area,  and 
it  offered  the  other  regional  nations,  through  the  Enterprise  for  the 
Americas  Initiative,  eventual  inclusion  in  a  truly  hemispheric  com- 
mercial zone.  The  positive  response  from  Latin  America  has  been 
truly  phenomenal,  and  there  are  numerous  subregional  efforts  in 
the  process  of  being  established  and  a  very  long  line  of  Latin  Amer- 
ican countries  forming  up  to  our  south  desirous  of  inclusion. 

But,  while  circumstances  are  generally  better  within  the  region, 
their  circumstances  are  certainly  not  as  universally  favorable  as 
our  sometimes  self-congratulatory  rhetoric  might  have  seemed  to 
imply.  Many  of  the  democracies  in  the  region  remain  imperfect  and 
potentially  unstable.  Violence  is  an  active  reality  or  vivid  prospect 
within  a  number  of  societies.  Social  conditions,  aggravated  in  many 
cases  by  the  exigencies  of  necessary  but  inevitably  wrenching  eco- 
nomic reform  programs,  are  extremely  difficult  and  acute.  And  nu- 
merous countries  nave  either  been  unable  to  successfully  executive 
economic  readjustment  measures  or  their  populations  have  yet  to 
feel  tangible  benefits  from  the  sacrifices  made  to  effect  them. 

The  list  of  enduring  problems,  and,  indeed,  in  some  cases  aggra- 
vating problems,  is  lengthy  and  well-known — Peter  has  mentioned 
a  lot  of  them — poverty;  deficiencies  in  housing,  health  care  and 
education;  lack  of  legal  and  social  justice;  environmental  degrada- 
tion; corruption;  massive  emigration;  drug  trafficking  and  burgeon- 
ing common  crime;  bureaucracy  and  inefficiency;  chronic  political 
contention;  insurgencies  and  terrorism;  and  still  difficult  patterns 
of  civil-military  relations. 

In  fact,  it  was  never  likely  that  the  positive  trends  that  we  wit- 
nessed through  the  eighties  and  early  nineties  would  continue  for- 
ever or  result  in  universally  favorable  and  permanent  outcomes. 
We  have  seen  a  good  many  indications  already  that  the  peace  ac- 
cords in  Central  America  are  having  diffiiculties  that  there  are  con- 
tinuing problems  with  insurgencies  in  Colombia  and  Peru,  that 
Haiti  and  Peru  have  experienced  at  least  a  temporary  reversal  of 
democratic  practice  there.  There  have  been  a  couple  of  military 
coup  attempts  in  Argentina  and  Venezuela  that  indicate  that  there 
might  be  some  ultra-nationalist,  new  political  forces  below  the 
nominally  democratic  surface,  and  I  think  we  are  going  to  see  that 
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some  advocates  of  reform  are  defeated  in  the  upcoming  round  of 
presidential  elections  even  in  countries  where  democratic  institu- 
tions hold  on. 

That  is  not  to  say  that  all  the  gains  of  the  past  few  years  will 
be  lost  in  a  majority — in  all  cases.  In  fact,  I  don't  think  that  is  true. 
I  think  we  will  be  at  a  much  higher  water  table  for  sometime  in 
the  future.  But  it  does  mean  that  things  will  not  go  as  swimmingly 
in  Latin  America  in  the  future  as  they  have  in  recent  years,  par- 
ticularly if  we  don't  pursue  a  sufficiently  attentive  and  effective 
policy  toward  the  region. 

I  think  the  importance  of  Latin  America  to  the  United  States — 
it  is  not  just  a  question  of  designing  poHcy  that  is  beneficial  to 
Latin  America.  We  are  in  the  process  of  reformulating  our  foreign 
policy  objectives  around  the  globe,  and  I  think  in  that  context  we 
are  going  to  find  that  Latin  America  is  a  lot  more  important  to  the 
United  States  for  the  post-cold  war  foreign  policy  paradigm  that  we 
have  to  create  now. 

The  imperative  of  the  United  States  in  terms  of  forging  that  new 
approach  to  international  affairs  is  that  Latin  America  become  a 
decided  asset,  and  certainly  not  a  debilitating  liability,  as  we 
confront  the  hopeful  but  increasingly  competitive  new  global  envi- 
ronment. That  will  require  that  the  region  be  accorded  a  decidedly 
higher  priority  than  has  been  accorded  since  the  second  world  war. 
The  effort  to  include  Mexico  in  the  North  American  Free  Trade 
Area  has  to  be  expedited,  and  movement  toward  an  expansion  of 
that  in  the  direction  indicated  by  the  Enterprise  for  the  Americas 
Initiative,  possibly  with  movement  on  the  Chilean  front  fairly  soon 
after  Mexico,  really  needs  to  be  attended  to.  I  think  we  are  a  little 
behind  the  power  curve  and  we  have  got  to  accelerate  to  keep  pace 
with  unfolding  events  in  the  region. 

We  also  have  to  turn,  as  Peter  also  said,  to  improvement  of  the 
mechanisms  of  inter-American  politico-security  cooperation.  The  old 
machinery  of  the  Organization  of  American  States,  while  having 
improved,  clearly  has  not  kept  pace  with  the  change  in  the  eco- 
nomic realm,  and  the  closer  economic  and  social  relationship  with 
the  countries  of  the  region  creates  a  need  for  common  and  effective 
action  on  New  Age  problems  like  the  defense  of  democracy,  control 
of  drug  trafficking,  illegal  immigration,  and  the  protection  of  the 
environment. 

I  think  there  are  other  ideas  that  might  be  explored  in  terms  of 
cooperating  with  the  Latin  American  countries  in  global  peacekeep- 
ing and  in  global  trade  liberalization  where  they  are  in  many  re- 
spects our  natural  allies,  and  thinking  a  little  bit  about  hemi- 
spheric energy  security  as  well,  because  in  the  hemisphere  we  do 
right  now  have  an  energy  self-sufficiency  which  we  might  find  some 
way  to  take  advantage  of. 

In  sum,  we  stand  at  a  crucial  juncture  with  respect  to  the  West- 
ern Hemisphere,  while  we  simultaneously  seek  to  forge  a  fresh 
overall  strategy  more  appropriate  to  our  domestic  needs  in  the  new 
international  era  that  we  are  entering.  I  think  old  priorities  have 
to  change,  and  Latin  America,  I  think,  should  find  a  much  higher 
place  in  the  priorities,  moving  along  with,  as  Peter  said,  the  gen- 
eral consensus  strategy  with  particular  emphasis  on  the  NAFTA 
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and  the  Enterprise  for  the  Americas  Initiative  that  has  been  en- 
trained now  for  2  or  3  years. 

Thank  you. 

Chairman  HAMILTON.  Thank  you  very  much,  Mr.  Perry. 

[The  prepared  statement  of  Mr.  Perry  appears  at  the  conclusion 
of  the  hearings.] 

Chairman  Hamilton.  Mr.  Tulchin. 

STATEMENT  OF  JOSEPH  S.  TULCHIN,  DfRECTOR,  LATIN  AMER- 
ICAN PROGRAM,  WOODROW  WILSON  INTERNATIONAL  CEN- 
TER  FOR  SCHOLARS 

Mr.  TULCHIN.  Thank  you  very  much,  Mr.  Chairman.  I  want  to 
begin  by  thanking  you  for  the  opportunity  to  come  before  the  com- 
mittee and  offer  my  views  on  the  major  issups  with  which  this  new 
administration  and  the  new  Congress  should  deal  between  Latin 
America  and  the  United  States,  and  I  also  want  to  state  the  obvi- 
ous, that  the  views  I  offer  are  my  own  and  do  not  necessarily  re- 
flect those  of  the  Woodrow  Wilson  Center. 

The  Clinton  administration  already  has  had  to  deal  with  one  of 
the  major  issues  in  hemispheric  affairs,  and  that  is,  restoring 
democratic  government  in  Haiti.  But,  as  I  shall  explain  in  a 
minute,  in  paying  attention  to  Haiti,  the  new  United  States  Gov- 
ernment appears  to  be  looking  through  the  wrong  end  of  the  tele- 
scope. The  new  administration  has  become  involved  in  Haiti  prin- 
cipally because  of  domestic  political  pressures,  concern  for  the 
human  and  constitutional  rights  of  Haitian  refugees  and  a  concern 
for  the  painful  and  costly  burden  a  massive  immigration  into 
southern  Florida  would  impose  on  the  people  of  that  State  and  of 
our  Nation,  rather  than  focusing  on  the  main  issues,  which  are  how 
to  restore  democratic  government  in  Haiti  and  how  to  improve  the 
quality  of  life  for  the  people  in  Haiti  so  that  they  will  no  longer 
wish  to  leave  and  come  to  the  United  States? 

If  the  Clinton  administration  deals  with  Haiti  mainly  as  an  issue 
in  United  States  domestic  politics,  it  will  lose  a  major  opportunity 
to  lead  the  hemispheric  community  in  a  collective  effort  to  preserve 
and  consolidate  democracy  throughout  the  region,  and  not  inciden- 
tally, it  will  fail  to  staunch  the  flow  of  people  attempting  to  leave 
Haiti  for  a  haven  in  the  United  States. 

The  major  issues  in  hemispheric  affairs  confronting  this  Con- 
gress and  this  administration  are  not  hard  to  list.  You,  yourself,  in 
your  brief  remarks,  Mr.  Chairman,  listed  most  of  them.  The  hard 
part  is  knowing  how  to  deal  with  them,  dealing  with  them  in  a  con- 
structive manner,  a  manner  that  protects  and  promotes  our  na- 
tional interests  while  at  the  same  time  enhancing  the  well-being  of 
the  varied  community  of  nations  that  comprise  this  hemisphere 
and  fortifying  our  position  as  the  leader  of  the  hemispheric  commu- 
nity. 

Let  me  begin  with  the  easy  part,  listing  the  issues  for  the  United 
States  agenda.  In  what  time  remains  I  shall  attempt  to  explain  my 
perspective  on  how  best  to  deal  with  the  issues  of  our  hemispheric 
agenda. 

I  have  already  mentioned  the  issue  at  the  very  top  of  my  agenda, 
the  consolidation  of  democracy  throughout  the  hemisphere.  Let  me 
list,  briefly,  a  few  more:  consolidating  the  economic  reform  pro- 
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grams  launched  in  virtually  every  country  in  the  re^on  in  order  to 
resume  economic  growth  as  quickly  as  possible;  continuing  and  ac- 
celerating the  expansion  of  trade  with  Latin  America — for  unless 
the  nations  of  Latin  America  can  trade  with  the  United  States,  the 
largest  market  in  the  hemisphere,  the  sacrifices  they  have  made  to 
deal  with  the  debt  crisis  and  to  restructure  their  economies  will 
have  gone  for  naught;  alleviating  poverty  and  improving  the  qual- 
ity of  life  for  the  people  of  the  hemisphere;  reducing  illegal  migra- 
tion of  people  from  one  nation  to  another;  reducing  the  production 
of  and  the  trade  in  arms  of  mass  destruction;  reincorporating  Cuba 
into  the  hemispheric  community;  protecting  our  common  environ- 
ment; eliminating  drug  traffic;  establishing  a  common  juridical 
framework  for  the  respect  of  human  rights. 

But,  you  may  say,  this  is  a  long  list  and  we  don't  have  the  re- 
sources to  deal  witn  all  of  these  problems.  My  reply  to  that  simply 
is  that  it  is  not  a  question  of  resources.  It  is  knowing  how  to  deal 
with  our  agenda.  The  key,  in  my  opinion,  to  dealing  effectively  with 
this  agenda  is  that  all  of  the  issues  I  have  listed  nave  in  common 
one  characteristic,  the  understanding  of  which  is  essential  in  for- 
mulating effective  foreign  policy.  The  characteristic  that  all  these 
issues  snare  is  that  none  of  them,  I  repeat,  none  of  them  can  be 
solved  or  even  dealt  with  in  an  effective  manner  by  the  United 
States  acting  alone.  These  issues  are  known  in  the  academic  world 
as  "global  issues,"  by  which  is  meant  that  they  affect  all  of  us  while 
not  being  subject  to  the  control  or  manipulation  of  any  single  State 
no  matter  how  powerful  or  rich. 

Therefore,  Mr.  Chairman,  if  there  is  one  single  idea  that  I  would 
leave  with  you  today  it  is  that  an  effective  foreign  policy  designed 
to  deal  with  Latin  America  in  general  or  with  any  of  the  issues  I 
have  listed  must  take  into  account  the  interests,  the  perspective 
and  the  concerns  of  the  other  nations  in  the  hemisphere.  The  best 
mechanisms  or  instruments  for  dealing  with  these  issues  in  the 
coming  years  will  be  multilateral  instruments  or  mechanisms.  Col- 
laboration and  cooperation  must  become  the  modus  operandi  of  any 
United  States  policy  in  the  hemisphere  if  it  is  to  be  effective. 

In  closing,  let  me  refer  briefly  to  two  examples  to  show  how  I 
would  deal  with  the  issues  on  our  agenda  for  Latin  America.  For 
example,  how  are  we  to  deal  with  Haiti?  First,  we  must  understand 
that  we  cannot  coerce  people  into  democracy.  Nearly  80  years  ago 
we  sent  marines  into  Haiti  for  humanitarian  purposes  to  restore 
stability  and  stayed  for  20  years  to  teach  the  Haitian  people  how 
to  be  democratic.  When  the  marines  left,  Haiti  was  scarcely  more 
democratic  than  when  they  first  had  landed.  I  have  written  a  book 
about  that  episode.  The  Aftermath  of  War  (NY,  1971)  but  I  won't 
bore  you  with  it  this  morning. 

Second,  once  we  understand  that  we  cannot  force  a  people  to  be 
democratic  we  must  decide  to  act  in  concert  with  other  nations  in 
the  region.  Democracy  is  more  widespread  in  this  hemisphere  today 
than  at  any  time  in  our  collective  history.  We  should  take  advan- 
tage of  that  historically  unique  development  to  bring  other  nations 
in  the  hemisphere  into  our  council  and  encourage  other  nations  to 
join  us  in  assuming  the  responsibility  for  the  good  behavior  of  all 
members  of  our  community.  We  cannot  be  the  world's  policeman. 
We  should  not  want  to  be  the  hemisphere's  policeman. 
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The  responsibility  for  good  government  is  the  responsibility  of  all 
of  us.  We  must  show  our  leadership  in  getting  other  nations  in  the 
hemisphere  to  share  that  responsibility  with  us.  We  should  begin 
now  in  concert  with  others  to  formulate  a  plan  for  the  economic  re- 
covery of  Haiti.  Without  some  economic  nope,  Haitians  will  con- 
tinue to  seek  to  come  to  the  United  States  even  after  democracy 
is  restored  in  their  country. 

My  last  example  deals  with  drug  traffic.  I  hope  we  have  learned 
our  collective  lesson  that  unilateral  interdiction  does  not  work  as 
foreign  policy,  and  that  foreign  drug  policy  that  focuses  only  or 
largely  on  supply  and  ignores  demand  is  doomed  to  failure.  More 
important,  we  should  have  learned  that  we  cannot  i^ore  the  legiti- 
mate concerns  of  other  sovereign  states  in  attempting  to  stem  the 
flow  of  drugs  into  our  nation.  We  must  begin  by  establishing  a  com- 
munity of  shared  responsibility  among  the  nations  in  the  region  af- 
fected by  the  drug  traffic.  In  the  last  analysis,  all  of  us  are  dimin- 
ished by  the  culture  of  drugs,  and  all  of  us  would  benefit  from  its 
eradication. 

Mr.  Chairman,  let  me  close  by  reminding  the  committee  that  we 
have  an  historic  opportunity  to  create  a  community  of  nations  in 
this  hemisphere  bound  bv  an  allegiance  to  democratic  government, 
by  respect  for  human  rights,  and  by  a  shared  responsibility  for  the 
well-being  of  all  members  of  the  community.  By  sharing  respon- 
sibility with  our  neighbors,  we  can  accomplish  our  common  goals 
and  defend  our  national  interests. 

Thank  you  very  much. 

Chairman  Hamilton.  Thank  you  very  much,  Mr.  Tulchin. 

[The  prepared  statement  of  Mr.  Tulchin  appears  at  the  conclu- 
sion of  the  hearings.] 

Chairman  Hamilton.  And  thank  each  one  of  you.  We  will  begin 
now  with  questions  from  members. 

The  chair  will  recognize  first  the  distinguished  chairman  of  the 
Subcommittee  on  Western  Hemisphere,  Mr.  Torricelli,  and  then  the 
ranking  member  on  that  subcommittee,  Mr.  Smith,  before  turning 
to  other  members. 

Mr.  Torricelli. 

HAITI 

Mr.  Torricelli.  Thank  you,  Mr.  Chairman.  Mr.  Chairman,  I 
would  like  to  thank  you  for  holding  this  series  of  hearings  in  gen- 
eral and  this  hearing  in  particular.  It  appears  that  our  country  can 
never  strike  the  proper  balance  in  recognition  of  the  problems  of 
Latin  America  from  Cuba  to  Salvador  and  Nicaragua  and  Panama. 
They  either  dominate  our  foreign  policy  where  we  can  see  little  be- 
yond them  or  they  escape  our  consciousness  entirely.  We  are  now 
in  the  latter  phase.  The  fact  that  we  hold  these  hearings  at  this 
point  when,  for  better  or  for  worse,  Latin  American  issues  are  not 
dominating  the  American  media  is  a  good  example  of  what  both 
this  committee  and  this  government  should  be  doing:  looking  be- 
yond the  crisis  to  the  broader  policy  issues.  I  would  like  to  focus 
on  several  of  those  broader  issues  for  the  next  few  minutes. 

Somewhere  between  the  establishment  of  the  New  World  Order 
and  the  sad  reality  of  Haiti  and  the  response  of  the  international 
community,  some  of  us  were  of  the  hope  or  belief  that  at  least  in 
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Latin  America  there  would  be  a  commitment  not  to  accept  an  inter- 
ruption of  the  democratic  order,  that  nations  would  see  their  re- 
sponsibilities beyond  their  borders  when  democratic  governments 
lost  power;  the  responsibility  of  the  OAS  or  other  collective  means 
to  withhold  recognition  or  assistance,  or  sometimes  in  selected 
cases  even  intervente.  We  would  find  that  governments  that  seize 
power  would  not  only  not  be  accepted,  but  by  considerable  action 
be  forced  from  power.  The  reality  of  Haiti  contradicts  all  of  those 
hopes. 

I  wondered  if  you  would  react  to  the  possibility  of  a  Clinton  pol- 
icy trying  to  seize  on  that  hope  again,  and  not  accept  some  of  these 
unfortunate  realities,  and  to  make  the  OAS  and  the  restoration  of 
democracy  everything  that  in  other  theaters  the  United  Nations 
has  attempted  to  be  to  preserve  both  the  peace  and,  just  as  impor- 
tantly, the  principles  of  sovereign  and  democratic  governments. 

Mr.  Hakim.  Well,  let  me  start  off.  Number  one,  I  would  disagree 
a  bit  with  your  characterization.  I  think  the  Organization  of  Amer- 
ican States  and  U.S.  policy  have  made  mistakes  toward  Haiti  and 
have,  not  been  as  effective  as  they  might  be.  However,  we  have  to 
recognize  that  Haiti's  problems  really  emerge  in  Haiti.  I  mean 
Haiti  is  a  country  with  absolutely  no  experience  with  democratic 
rule,  no  traditions,  and  no  institutions.  This  was  a  very,  very  new 
experiment  in  Haiti. 

Secondly,  the  States  of  Latin  America,  and  the  United  States 
have  responded  to  Haiti  in  a  way  that  was  virtually  unprecedented. 
If  we  go  back  to  the  sixties  and  seventies  when  military  dictator- 
ships were  taking  over  in  country  after  country,  everyone  was  si- 
lent. And  the  day  after  the  coup,  the  day  after  the  military  took 
over,  it  was  business  as  usual  with  the  country.  Virtually  for  the 
first  time,  the  countries  mobilized  together  and  tried  to  organize 
some  kind  of  collective  action. 

My  sense  now  is,  that  Haiti  is  in  many  respects  more  a  manage- 
ment problem  than  a  conceptual  problem.  The  task  in  Haiti  is  to 
keep  pressure  on  all  sides,  keep  them  bargaining,  keep  them  nego- 
tiating, don't  let  many  months  go  by  when  nothing  is  going  on. 

LATIN  AMERICAN  AND  CARIBBEAN  EFFORTS 

Mr.  TORRICELLI.  The  thrust  of  my  question  was  not  to  deal  with 
the  Haiti  problem  so  that  where  it  would  consume  all  of  the  few 
minutes  that  we  have.  My  question  was  is  there  a  possibility  in 
Latin  policy  to  do  more  than  offer  words  when  the  democratic  order 
is  interrupted?  We  did  get  words  when  Haiti  lost  democracy.  We 
got  a  lot  of  them.  That  is  all  that  we  got. 

An  offer  by  just  a  few  states  of  the  Caribbean  and  Latin  Amer- 
ican nations  to  send  forces  to  help  restore  that  order  at  the  critical 
moments  after  the  coup,  or  at  least  compliance  with  the  boycott 
might  have  changed  the  sad  reality  of  Haiti. 

The  truth  is  that  beyond  American  borders  and  a  few  states  in 
the  Caribbean,  nobody  cared,  and  that  is  what  has  created  this  re- 
ality today.  My  question  to  you  was  not  concerning  the  particulars 
of  tne  Haiti  crisis,  but  to  ask  are  we  at  a  point  where  just  as  we 
were  able  to  construct  a  large  international  effort  in  the  Middle 
East  2  years  ago,  today  we  can  hope  in  the  OAS  or  through  another 
mechanism   that  if  another  government  is   lost  in   the  Western 
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Hemisphere  that  through  economic,  diplomatic  or  even  in  special 
circumstances  military,  collective  action  would  be  sufficient  that  we 
could  restore  a  democratic  order. 

Mr.  Hakim.  I  don't  know  if  it  is  going  to  be  sufficient.  I  do  know 
that  the  nations  of  the  hemisphere  are  prepared  to  work  together. 
The  OAS  is  not  yet  an  effective  mechanism.  There  is  a  number  of 
things  that  can  be  done:  increasing  the  authority  of  the  Secretary- 
General,  expanding  the  mandate  and  resources  of  some  of  the  key 
democrat  agencies  of  that  organization  and  streamlining  the  OAS. 
There  has  to  be  a  way  to  finance  this.  There  has  to  be  a  burden- 
sharing  mechanism  for  special  initiatives  like  sending  civilian  mis- 
sions. The  U.S.  has  to  repay  its  arrears  to  the  Organization.  The 
Organization  can  be  made  more  effective.  It  will  take  time.  It  has 
made  unprecedented  progress  over  the  past  2  or  3  years  that  is 
somewhat  unprecedented.  I  don't  think  military  force  is  the  way 
you  are  going  to  bring  democracy  back  to  Haiti.  I  think  it  is  the 
wrong  way  to  go  in  that  situation,  and  in  almost  every  other  in 
Latin  America.  It  would,  perhaps,  bring  a  temporary  change,  but 
eventually  the  country  has  to  solve  its  own  internal  differences. 

Mr.  TORRICELLI.  In  my  mind,  if  you  will  forgive  me,  those  are  all 
incidentals:  whether  we  pay  our  arrears,  whether  we  believe  in  the 
Organization.  The  real  condition  predicate  to  any  of  this  happening 
is  whether  philosophically  the  nations  of  the  region  have  arrived  at 
the  point  where  they  believe  that,  as  we  have  seen  elsewhere  in  the 
world  from  Somalia  to  Bosnia,  there  are  limits  on  the  concept  of 
national  sovereignty,  and  that  it  is  not  the  right  of  a  military  to 
intervene  into  civilian  affairs. 

Mr.  Hakim.  I  think  the  nations  of  the  hemisphere  have  reached 
that  point.  They  are  moving  in  the  right  direction,  and  it  is  going 
to  take  time  to  consolidate  that.  This  is  not  a  1  day  to  the  next 
proposition.  There  has  been  a  gradual  evolution.  We  are  seeing 
change,  and  I  think  we  will  see  more  change.  And  we  need  U.S. 
leadership  to  help  make  that  change  occur. 

Mr.  TORRICELLI.  Mr.  Chairman,  if  I  could,  before  I  yield  the  time, 
if  anyone  else  wanted  to  respond  to  that  series  of  points. 

Chairman  Hamilton.  Sure. 

Mr.  Perry.  I  guess  the  short  answer  is  no,  I  don't  think  it  has 
reached  the  point  there — if  you  are  talking  about  intervention,  that 
the  OAS  would  be  particularly  in  a  case  of  actual  intervention. 
There  is  a  long  history  of  Latin  concerns  about  sovereignty  of  na- 
tions involving  us.  To  a  certain  extent,  that  is  one  of  the  paralyzing 
there.  And  Haiti  is  a  particularly  difficult  case  because  it  is  a  ques- 
tion of  what  you  are  intervening  on  behalf  of.  There  are  some  de- 
fects in  the — even  with  the  elected  president  that  cause  a  lot  of 
people  problems. 

I  think  we  should  have  been  pressing  the  OAS  and  pressing  the 
countries  of  the  hemisphere  in  the  context  of  our  increasing  the 
close  economic  dealings  with  them  to  get  them  to  understand  better 
at  least  what  we  understand  are  the  requirements  of  politico-secu- 
rity cooperation.  If  we  are  going  to  have  a  closer  economic  and  so- 
cial relationship  and  the  positive  end  game  is  a  hemispheric  free 
trade  area,  then  we  need  some  politico-security  counterpart  to  that. 
Try  the  OAS.  Try  everything  you  can  with  the  OAS,  and  if  it 
doesn't   work,   start  thinking  aoout   something  else.   Because   we 
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don't  want  to  end  up  in  this  process  somewhat  in  the  same  position 
of  the  Europeans  where  they  have  a  very,  very  close  degree  of  eco- 
nomic unity  and  can't  do  very  much  of  anything  with  respect  to 
problems  right  on  their  own  doorsttep  and  often  leave  them,  or  want 
to  leave  them  to  the  United  States. 

Mr.  TULCHIN.  If  I  may,  Mr.  Chairman,  I  think  Mr.  Torricelli  in 
his  second  intervention  hit  upon  the  critical  issue  involved  in  creat- 
ing a  community  of  democratic  nations  in  the  hemisphere,  and  that 
is,  will  the  nations  of  Latin  America  cede  some  of  their  sovereignty 
in  order  to  defend  democracy  everywhere.  And,  in  order  to  do  that, 
I  think  American  leadership  is  indispensable. 

We  should  not  get  locked  into  a  zero  sum  game  with  the  OAS. 
In  the  short  run,  I  agree  with  Mr.  Hakim,  the  OAS  is  going  to  be 
a  clumsy,  imperfect  instrument.  It  is  a  consummation  devoutly  to 
be  wished  that  at  some  time  in  the  future  it  will  be  an  effective, 
fluid  instrument  for  the  protection  of  democracy.  Until  that  time  I 
would  urge  the  United  States  to  be  very  flexible  in  adapting  to  a 
series  of  ad  hoc  groups. 

An  example  in  our  recent  past  with  which  all  of  you  are  familiar 
is  the  success  of  the  Esquipulas  process  in  Central  America,  where 
the  nations  in  that  subregion,  after  many  years  of  local  civil  wars, 
realized  that  they  had  common  interests  and  banded  together. 
Without  that,  the  peace  process  in  El  Salvador  could  not  have  gone 
forward. 

It  seems  to  me  that  what  we  have  to  do,  for  example,  in  the  cases 
of  Peru,  in  the  case  of  Venezuela  and  others,  is  that  you  have  to 
move — and  I  think  the  United  States  should  take  the  lead — to  cre- 
ate ad  hoc  coalitions  of  nations  to  defend  democracy  wherever 
threats  to  it  appear.  If  the  OAS  proves  to  be  effective  in  any  of 
these  episodes,  so  much  the  better.  But  I  would  not  sit  back  and 
say  "If  the  OAS  can't  do  it,  I  am  not  going  to  do  anything"  or 
"We're  going  to  act  alone."  I  think  that  would  be  a  mistake. 

Chairman  Hamilton.  Mr.  Smith. 

U.S.  POLICY  TOWARD  DEMOCRACY 

Mr.  Smith.  Thank  you  very  much,  Mr.  Chairman.  And  I  want  to 
thank  our  panel  for  their  very  fine  insights  to  this  committee.  Just 
a  couple  of  questions.  You  know,  I  think  all  of  us  have  become  very 
much  aware  looking  at  Latin  America  and  looking  at  Eastern  Eu- 
rope and  the  former  Soviet  Union  that  the  very  bright  hopes  that 
everyone  had  for  a  rapid  democratization  globally  may  have  been 
unrealistic  at  the  outset.  That  certainly  democracy  is  a  very  messy 
business  very  often,  compromises,  give  and  take,  and  it  doesn't 
happen  overnight,  and  that  is  I  think  self-apparent  and  self-evident 
in  Latin  America  today. 

But  I  think  one  of  the  things  we  need  to  be  looking  at — as  a  mat- 
ter of  fact,  Mr.  Torricelli  and  I  will  be  holding  a  series  of  hearings 
on  country  by  country  in  Latin  America  starting  tomorrow  with 
Nicaragua,  to  look  at  how  U.S.  policy  can  be  calibrated,  perhaps 
changed,  reformed,  reinforced  in  areas  where  it  might  be  working 
so  that  we  can  promote  democracy,  hopefully  mitigate — if  not  out- 
right prevent — war,  and  meanwhile  being  ever  vigilant  to  try  to 
stem  human  rights  abuses. 
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We  look  at  Nicaragua  and  we  see  that  there  has  been  under  the 
Chamorro  government,  unfortunately,  because  we  all  had  such 
high  hopes  for  that  government,  the  continuance  of  political 
killings.  Some  have  higher  numbers  and  higher  estimates,  some 
perhaps  are  exaggerated,  but  there  have  been  contras  or  have  been 
others  who  have  been  killed — former  contras,  that  is — over  those 
years  with  very  few  investigations  being  undertaken. 

My  question  to  the  panel,  if  you  would,  if  you  could  give  a  brief 
assessment,  Mr.  Hakim — is  that  it? 

Mr.  Hakim.  That  is  fine. 

STRENGTHENING  THE  OAS 

Mr.  Smith.  You  indicated  that  there  needed  to  be  an  expanded 
mandate,  in  your  response  to  Mr.  Torricelli,  to  the  OAS  or  how  we 
might  strengthen  like  the  OAS  its  democracy  unit  and  other  inter- 
national as  well  as  our  own  initiatives  to  really  promote  human 
rights.  I  mean  the  last  thing  we  want  to  see  happen,  which  can 
happen  I  think,  would  be  a  reversion  back  to  and  empowerment  of 
the  FLMN  in  El  Salvador  and  a  resumption  of  that  war,  the 
contras  because  of  dashed  hopes  taking  up  arms,  as  they  are  in  a 
very  limited  way,  and  a  resumption  of  the  killing  in  Nicaragua. 
How  do  we  put  a  tourniquet  on  those,  provide  that  semblance  of 
hope  again  that  people  now  are  beginning  to  feel,  you  know,  that 
democracy  is  not  inevitable  in  Latin  America? 

And,  if  you  could  go  country  by  country.  In  Panama,  it  seems 
that  corruption  is  one  of  the  main  problems.  Your  advice  would  be 
much  appreciated  by  this  committee. 

Mr.  Hakim.  Well,  in  fact  the  way  you  really  have  to  go  is  country 
by  country.  When  the  military  is  in  power,  or  when  a  personalist 
dictatorship  is  in  power,  the  goal  is  rather  easy.  Push  them  out, 
and  install  an  elected  government  that  rules  by  due  process,  by  the 
rule  of  law.  Once  you  nave  the  turnabout,  however,  once  you  have 
a  democratic  government  in  Nicaragua,  in  Panama,  in  Peru,  then 
it  becomes  much  more  difficult.  Then  each  country's  history  and 
traditions  come  into  play.  In  many  countries  there  are  weak  legis- 
latures, weak  political  parties,  and  a  weak  tradition  of  popular  par- 
ticipation in  government.  The  United  States,  of  course,  has  several 
institutions  like  the  National  Endowment  for  Democracy  and  oth- 
ers whose  task  has  become  much  more  difficult  since  the  elections 
have  taken  place. 

How  do  you  define — and  it  really  does  have  to  be  country  by 
country.  I  think  the  OAS,  for  example,  can  play  an  important  role 
through  several  of  its  agencies.  I  think  these  do  need  stronger  man- 
dates than  they  now  have.  The  Inter-American  Commission  on 
Human  Rights,  the  new  unit  for  democracy.  But  by  and  large,  I 
think  that  the  way  to  protect  democracy  is  principally  through  in- 
creasing collective  action  and  increasingly  establishing  common  re- 
gional norms:  We  have  some  regional  norms  on  things  like  human 
rights,  but  they  are  not  always  lived  up  to.  We  ought  to  make  very 
clear  when  they  are  not  lived  up  to. 

And  where  you  have  a  situation  of  democratic  breakdown  it  is 
vital  to  move  both  contending  forces  toward  sitting  down  and  talk- 
ing about  it.  That  is  the  way  democracy  has  been  restored  almost 
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everywhere  in  Latin  America,  through  negotiations  that  resolve  a 
situation  and  allow  the  country  itself  to  develop  internally. 

Mr.  Perry.  I  agree,  and  I  mentioned  it  in  my  initial  statement. 
That  perhaps  we  were  too  optimistic  overall.  Life  doesn't  work  that 
way.  The  gains  are  important  and  shouldn't  be  discounted.  But, 
you  know,  you  are  talking  of  advancing  in  four  countries  and  then 
stepping  back  in  one,  and  then  pushing  the  ball  forward,  and  so  on 
and  so  forth. 

And  some  of  these  cases  are  extraordinarily  difficult.  Americans 
have  a  penchant  to  believe  that  things  can  be  definitively  fixed. 
That  isn't  true,  particularly  in  a  short  period  of  time.  I  had  a  pe- 
riod of  time  where  I  was  on  the  National  Security  Council  staff  and 
Haiti  was  one  of  my  responsibilities,  and  I  remember  saying — 
thinking  and  saying  that,  this  was  in  the  epoch,  the  period  of 
Namphy,  that  there  is  maybe  a  25  percent  chance  you  can  get  this 
guy  to  hold  elections.  And,  if  he  does,  the  person  elected  stands 
about  a  10  percent  chance  of  serving  out  his  term. 

Nevertheless,  you  have  to  keep  trying  to  roll  the  ball  up  the  hill. 
There  is  no  alternative  but  trying  to  do  it.  And  you  shouldn't  de- 
spair if  a  particular  case  fails. 

With  respect  to  the  OAS,  I  certainly  agree  that  it  is  a  general 
imperative  to  try  to  work  with  the  countries  in  the  OAS  and  with 
subregional  groupings  if  that  is  appropriate.  But  since  they  are  not 
always  capable  of  doing  what  needs  to  be  done  at  a  particular  mo- 
ment, I  don't  see  an  immediate  term  prospect  of  alleviating  the 
U.S.  responsibility  for  its  own  bilateral  policy  in  the  region.  If  Port- 
au-Prince  dissolves  into  chaos  this  afternoon,  the  dean  of  the  diplo- 
matic corps  is  not  likely  to  call  the  OAS.  He  is  likely  to  call  the 
White  House.  And  there  is  a  reason  for  it  and  it  still  exists.  I  would 
like  to  see  it  fixed,  but  I  don't  have  any  great  confidence  it  will  be 
fixed  very  quickly. 

And  we  should  have  been  pushing — along  with  this  economic 
agenda,  we  should  have  been  pushing  a  pontico-security  agenda. 
The  Latin  American  countries  want  certain  things  out  of  us  in  an 
economic  sense,  which  it  is  in  our  interest  to  respond  to  by  itself, 
but  they  also  should  understand  the  politico-security  requirements 
of  closer  association. 

Mr.  TULCHIN.  If  I  may  add  just  a  very  few  brief  remarks  to  that, 
Mr.  Smith,  I  would  say,  first  of  all,  that  we  are  unfairly  categorical 
and  harsh  in  evaluating  democracy  in  other  countries  such  as  Nica- 
ragua and  El  Salvador  where  it  is  admittedly  fragile  and  very  re- 
cent. Our  own  democracy,  is  in  a  slow,  200-year  process  of  perfec- 
tion, and  we  haven't  reached  perfection  yet,  but  we  are  still  work- 
ing on  it.  To  expect  that  Nicaragua  or  El  Salvador,  6  months  or  2 
years  after  an  election  signal  tne  return  to  civilian  government 
that  their  democracies  function  perfectly  it  seems  to  me  is  unrealis- 
tic and  unfair  to  them. 

We  have  been  sending  mixed  signals  to  those  countries  in 
Central  America  over  the  last  4  years,  and  I  think  that  is  some- 
thing that  is  relatively  easy  to  work  on  without  talking  about  tri- 
pling aid  or  quadrupling  aid,  which  may  be  politically  more  difficult 
in  the  coming  months.  I  think  the  signals  we  have  sent,  for  exam- 
ple, to  Nicaragua  about  stopping  that  aid,  or  by  keeping  it  at  a 
very  low  level,  much  lower  than  we  had  given  them  reason  to  hope 
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at  the  time  of  the  radical  changes  that  brought  Mrs.  Chamorro  into 

Cower  run  counter  to  our  demands  that  they  treat  their  opposition 
etter.  I  think  if  we  could  be  a  little  more  consistent  in  encouraging 
them — reminding  them  that  we  are  still  dissatisfied,  but  not  indi- 
cating that  they  have  slid  back  to  the  point  where  they  are  no 
longer  worthy  or  our  encouragement  and  support. 

And  again,  I  will  repeat  over  and  over  again,  because  I  think  it 
is  important  to  remember,  when  it  comes  time  to  put  pressure,  if 
indeed  it  comes  time  to  put  pressure,  say,  on  Mrs.  Chamorro  or  the 
Nicaraguan  government  or  any  government,  that  it  should  not  be 
unilaterally  pressure  from  the  United  States  Grovernment.  Unilat- 
eral pressure,  though  it  may  seem  innocent  to  us,  fits  into  a  con- 
text of  historical  memories  of  painful  interventions.  We  intervened 
in  Nicaragua  with  U.S.  troops  eight  times  in  this  century.  It  may 
seem  innocuous  and  innocent  to  you  that  we  make  a  request  of  the 
Nicaraguan  government.  But  every  Nicaraguan  schoolchild  carries 
into  his  or  her  adult  life  the  memory  and  the  history  of  that  in- 
volvement, which  is  much  more  important  to  them  than  it  is  to  us, 

I  am  sure  schoolchildren  in  this  country  have  no  knowledge 
whatsoever  of  those  interventions,  but  everyone  in  Nicaragua  does, 
and  we  should  bear  that  in  mind.  If  they  are  seemingly  too  sen- 
sitive, they  have  reason  to  be.  So  we  should  act  in  Central  America 
with  a  concert  of  Central  American  nations.  The  United  Nations 
has  been  remarkably  effective  in  El  Salvador.  I  personally  would 
have  hoped  that  the  OAS  would  have  been  more  effective,  and  per- 
haps it  will  become  so. 

They  are  now  working  in  concern  in  Haiti.  I  think  that  is  a  tre- 
mendous step  forward.  They  seem  to  be  working  in  concert  in  El 
Salvador.  Friction  but  working  in  concert.  I  think  that  is  a  step  for- 
ward also. 

Mr.  Smith.  If  I  could  just  respond  very  briefly,  Mr.  Chairman,  I 
know  my  time  is  out.  Nobody  is  expecting  perfection  in  any  of  these 
democracies  because,  obviously,  we  are  nowhere  near  it  in  this 
country.  But  there  are  some  ominous  signs  like  UNO  backing  off 
from  Mrs.  Chamorro  when  it  had  been  one  of  her  chief  backers. 
Those  kinds  of  things  should  not  be  dismissed  lightly,  and  I  know 
you  are  not  doing  do. 

What  our  hope  is,  is  how  do  we  best  from  our  point  of  view  craft 
a  policy  that,  again,  mitigates  the  possibility  of  war  re-emerging 
and  bloodshed,  and  curtailing  the  human  rights  abuses  by  anyone, 
whether  it  be  a  rightist,  leftist,  centrist  government  in  Central 
America  or  South  America. 

Mr.  TULCHIN.  It  is  important  to  understand,  I  think,  Mr.  Smith, 
that  politics  in  Nicaragua  occur  with  two  fora  in  mind:  Managua 
and  Washington.  You  do  not  conduct  politics  in  Nicaragua  without 
taking  into  account  what  happens  in  Washington.  And  a  lot  of 
what  UNO  has  done  and  what  UNO  leaders  say  is  to  catch  your 
attention  and  see  what  your  response  is.  And  I  think  we  have  over- 
reacted. 

If  our  response  systematically  had  been,  "we  think  it  would  be 
better  if  you  got  back  into  the  arena  and  worked  out  your  dif- 
ferences, we  think  that  there  are  real  differences  and  I  think  it  is 
important  for  everyone  to  work  together  is  best."  It  might  have 
worked.  Instead  our  response  has  been,"gee,  those  are  serious  is- 
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sues."  They  are  serious  issues.  I  don't  mean  to  diminish  them.  But, 
if  we  took  the  same  perspective,  for  example,  on  the  complexities 
of  democracy  in  the  United  Kingdom  we  would  have  severed  rela- 
tions with  Great  Britain  a  long  time  ago.  Obviously,  that  is  out  of 
the  question. 

We  are  taking  a  very  severe  stance  on  the  standards  of  democ- 
racy in  dealing  with  countries  that  have  every  reason  to  expect  of 
us  more  tolerance,  more  patience  and  more  guidance. 

Chairman  Hamilton.  Mr.  Martinez. 

U.S.  INTERESTS  IN  LATIN  AMERICA 

Mr.  Martinez.  Thank  you,  Mr.  Chairman.  I  really  don't  know 
where  to  begin,  you  know,  it  is  all  so  complex.  And  it  is  all  so  in- 
consistent too. 

You  know,  Mr.  Tulchin,  I  really  would  appreciate  reading  your 
book,  because  I  think  vou  have  really  zeroed  in  on  some  of  the  real 
problems  that  we  would  have  over  the  years  when  you  mention  the 
invasion  of  Haiti  80  years  ago.  You  know,  we  militarily  occupied  a 
lot  of  those  Central  American  countries  after  President  Polk  de- 
cided after  success  with  the  war  with  Mexico  that  he  would  move 
on  to  the  Central  American  countries  for  "our  national  interest,"  as 
someone  here  said,  and  I  am  wondering  what  our  national  interest 
was. 

I  know  our  national  interest  at  that  time  was  economic,  and  only 
economic,  because  we  really  didn't  do  anything  to  leave  democ- 
racies in  those  places.  We  left  dictators  like  Batista  and  Somoza 
and  his  two  idiot  sons.  But  the  problem  is  that  we  had  a  chance 
then  to  train  and  teach  people  democracy  and  our  concept  of  what 
democracy  is.  You  mentioned  our  democracy  is  still  evolving.  You 
know  people  forget  that  in  the  first  13  years  of  this  country  there 
were  no  free  elections,  and  when  there  were  free  elections  there 
were  only  landowners  to  vote.  And  then  it  took  so  many  years  for 
the  blacks  and  minorities  and  women  to  get  the  vote.  So  we  are 
still  evolving.  And  sometimes  we  have  a  very  difficult  time  amend- 
ing the  Constitution  for  a  simple  thing  like  the  Equal  Rights 
Amendment. 

And  so  we  are  evolving,  but  we  are  not  patient,  like  you  say, 
with  the  South  American  countries.  And  we  have  not  really  done 
what  we  should  do  to  invoke  democracy  in  those  countries.  Chiang 
Kai-Shek  was  a  military  imperialistic  government,  not  a  democ- 
racy. I  don't  think  that  Imelda  and  Ferdinand  Marcos  were  a  real 
democracy.  I  think  even  to  some  extent  in  Mexico,  our  neighbor, 
when  you  have  only  one  party  that  is  predominant,  and  you  do  not 
have  the  chance  for  a  minority  party  even  to  gain  any  success, 
when  they  win  elections  they  are  taken  away  from  them,  and  that 
you  know  who  the  president  is  going  to  be  some  years  before,  and 
all  of  these  things  occur — Hey!  It  is  a  form  of  democracy,  but  it  is 
not  democracy  like  ours,  and  we  have  got  to  be  tolerant  of  that. 

But  the  point  is  what  are  our  national  interests  now  in  Central 
America?  To  stem  the  flow  of  people  who  are  escaping  political  op- 
pression and  economic  oppression,  or  the  drugs,  which  is  an  impor- 
tant factor?  I  think  they  are  twofold,  but  there  are  different  groups 
of  people  in  the  United  States  who  want  to  oppose  the  influx  of 
people  whom  they  perceive  as  a  threat  to  their  jobs  and  their  econ- 
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omy  and  others  that  feel  that  the  drug  influx  is  a  threat  to  their 
well-being  and  their  neighborhoods  and  communities. 

But,  you  know,  we  have  not  dealt  with  the  situation  in  that  way. 
I  am  wondering  if  we  are  ever  going  to  come  to  terms  with  the  is- 
sues at  hand.  We  talk  about  free  trade  with  Mexico.  Everybody 
agrees  that  initially  it  will  hurt  us.  Well,  maybe  we  have  to  suffer 
a  little  bit  so  that  we  can  raise  the  standards  of  living  in  those 
countries  so,  as  Mr.  Perry  has  said,  they  are  not  all  flocking  here 
to  escape  political  and  economic  oppression  that  they  are  suffering 
in  their  countries. 

I  think  that  is  partially  what  you  have  said.  I  agree  with  a  lot 
of  what  all  of  you  have  said.  I  have  made  that  as  statement,  not 
really  a  question,  but  you  might  respond  to  some  of  my  comments 
and  clear  some  of  my  skewed  thoughts  on  this  matter,  if  it  is 
skewed. 

Mr.  TULCHIN.  Just  if  I  may,  one  very  brief  note.  It  would  be  an 
honor  to  send  you  a  copy  of  my  book,  Mr.  Martinez,  in  hopes — and 
perhaps,  you  and  I  are  the  only  two  who  have  read  it  in  the  last 
few  years. 

Mr.  Hakim.  I  have  read  it,  Joe. 

Let  me  just  take  up  one  point.  You  talked  a  lot  about  the  U.S. 
national  interest.  I  would  like  to  change  that  around.  I  think  what 
we  have  in  Latin  America  is  not  the  need  to  protect  U.S.  national 
interest  so  much  as  a  series  of  new  opportunities  for  forging  more 
productive  economic  relations  with  Mexico  and  beyond,  and  devel- 
oping more  constructive  political  relationships  to  deal  with  a  whole 
range  of  issues  that  have  been  discussed  here. 

If  we  continue  to  talk  about  protecting  our  interests,  we  will  be 
looking  at  Latin  America  too  narrowly;  we  ought  to  begin  thinking 
of  how  we  can  work  together  to  exploit  the  opportunities  that  have 
emerged  over  the  past  several  years. 

Mr.  Martinez.  I  agree,  Mr.  Hakim.  I  think  that  for  too  long,  for 
too  many  years  we  nave  just  tried  to  protect  our  own  interests 
whether  they  are  economic  or  national  security,  and  I  think  we 
have  got  to  go  beyond  that  and  start  thinking  in  terms  of  being  a 
good  neighbor.  We  now  seem  to  want  to  be  a  good  neighbor  to  Mex- 
ico, who  has  been  next  door  to  us  for  as  long  as  we  have  been  a 
country — since  they  have  won  their  independence.  We  have  lit- 
erally ignored  them.  In  fact,  we  have  literally  ignored  the  Western 
Hemisphere  in  favor  of  Europe  and  Asia. 

Thank  you. 

Mr.  Perry.  If  I  may. 

Chairman  Hamilton.  Go  right  ahead,  Mr.  Perry. 

Mr.  Perry.  We  have  ignored  the  region,  and  the  world  has 
changed  quite  a  bit  with  tne  demise  of  the  cold  war.  During  that 
period  we  had,  I  guess  it  was  an  intellectual  advantage.  That  we 
were  presented  with  such  a  stark  threat  that  we  diofn't  have  to 
think  about  opportunities.  I  consider  a  positive  policy  toward  the 
United  States  to  be  in  our  national  interest.  I  mean  enlightened 
self-interest.  It  is  a  little  hard  sometimes,  especially  for  those  of  us 
who  grew  up  during  the  cold  war  when  the  imperatives  were  so 
clearly  drawn  for  us  that  we  didn't  need  a  road  map  to  figure  them 
out.  Now,  we  have  to  use  our  mere  intelligence  to  think  about  tak- 
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ing  advantage  of  opportunities  to  further  the  national  interest  in 
the  positive  sense  of  the  term. 

And  we  have  had  in  Latin  America  a  tremendous  opportunity. 
And  you  have  two  Democrats  and  a  RepubHcan  here  more  or  less 
telling  you  the  same  thing.  That  there  is  an  opportunity  by  extend- 
ing our  economic  relationships  with  Latin  America,  via  free  trade 
in  particular,  which  was  always  a  bone  of  contention  actually,  we 
can  advantage  our — I  disagree  with  one  point.  I  think  the  Mexico 
trade  agreement  will  advantage  the  United  States  immediately  and 
in  the  future,  although  some  sectors  will  clearly  be  hurt  here.  It 
provides  you  with,  I  think,  economic  benefits.  It  makes  the  United 
States  more  competitive  vis-a-vis  Europe  and  Japan.  It  solves  or 
tends  at  least  to  ameliorate,  although  you  will  never  solve  com- 
pletely, the  social  and  socio-political  and  politico-security  problems 
that  you  are  talking  about.  A  prosperous  Mexico  will  export  less 
people.  A  stable  Colombia  will  have  better  luck  enforcing  its  drug 
policy,  and  so  on  and  so  forth. 

Also,  I  think  it  improves  our  negotiating  position  vis-a-vis  oUr 
friends  and  competitors  on  the  international  stage  to  be  in  closer 
relationship  economically  with  the  Latin  American  countries.  So  I 
don't  see  any  contradiction  between  our  national  interest  and  what 
we  are  doing.  What  I  see  is  that  we  need  a  new,  sort  of  a  new  for- 
eign policy  paradigm  that  takes  advantage,  that  is  looking  in  a 
positive  sense  rather  than  dominated  by  threat  perceptions.  I  think 
to  the  extent  that  there  are  still  threats,  that  taking  advantage  of 
those  opportunities  reduces  those  threats  at  the  same  time. 

Mr.  Martinez.  Thank  you,  Mr.  Perry.  Thank  you,  Mr.  Chairman. 

Chairman  Hamilton.  Mr.  Diaz-Balart. 

Mr.  Diaz-Balart.  Thank  you,  Mr.  Chairman.  I  appreciate  the  op- 
portunity to  listen  to  the  gentlemen  this  morning.  Unfortunately, 
I  didn't  near  your  remarks  but  I  had  an  opportunity  to  read  them. 
I  would  assume  that  they  conform  in  writing  to  what  you  said,  and 
so  I  will  base  my  comments  and/or  questions  based  on  what  I  read. 
Of  course,  I  have  listened  with  regard  to  answers  to  previous  com- 
ments and  questions. 

One  point  that  I  saw  brought  out,  first  by  Mr.  Torricelli  and  has 
been  mentioned  consistently,  or  at  least  thought  of  consistently,  is 
the  balance  between  the  need  to  respect  the  principle  of  non- 
intervention vis-a-vis  the  need  to  assist  people  when  their  sov- 
ereignty is,  if  you  will,  kidnapped  by  people — military  governments, 
dictators  or  others — that  are  denying  them  their  sovereignty. 

Mr.  Tulchin — is  that  how  you  pronounce  it,  sir? 

Mr.  Tulchin.  Yes,  sir. 

WHEN  DOES  THE  U.S.  INTERVENE? 

Mr.  Diaz-Balart  [continuing].  Made  a  point  that  perhaps  we 
need  to  be  working  toward  the  ceding  of  some  of  the  sovereignty 
on  the  part  of  some  nations  in  order  for  them  to  have  their  democ- 
racy protected,  and  I  tend  to  differ  with  that.  I  don't  think,  for  ex- 
ample, that  when  a  bank  president  acquiesces,  or  people  that  are 
running  a  bank  acquiesce  to  the  right  of  the  police  to  come  in  and 
expel  a  bank  robber  that  they  are  ceding  in  any  way  the  right  to 
run  the  bank. 
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I  think  that  when  governments  acquiesce  and  expect  that  the 
international  community  or  the  regional  community  will  come  in 
and  assist  the  people  to  recover  their  sovereignty  whenever  that 
sovereignty  is  kidnapped  that  that  is  not  ceding  in  any  way  any 
amount  of  sovereignty,  but  rather  it  is  simply  a  responsible  way  to 
recognize  that  occasionally  all  peoples  run  into  problems  and  some- 
times have  their  sovereignty  kidnapped  by  illegitimate  regimes. 

One  point  that  I  see — I  think  one  matter  that  I  have  noticed  in 
the  three  of  your  statements,  and  I  at  least  appreciate  Mr.  Hakim 
mentioning  it  as  one  of  the  old  issues  that  refuse  to  go  away:  Cuba. 
I  guess  my  question  to  the  three  of  you,  because  I  don't  see  a  34- 
year  dictatorship  which  I  consider  the  mortal  enemy  of  the  inter- 
ests of  the  United  States  and  the  people  of  the  United  States  and 
the  Government  of  the  United  States  anywhere  near  the  priority 
position  in  your  surveys  of  the  region  that  I  believe  it  should  have. 

I  guess  my  question  is  how  long  do  a  people  have  to  be  under 
a  brutal  dictatorship,  how  profound  is  the  animosity  and  the  en- 
mity of  a  dictatorship  have  to  be  to  the  interest  of  the  United 
States  before  you  consider  that  problem,  if  you  will,  in  a  priority 
position  of  your  survey  of  the  region? 

CUBA 

Mr.  Hakim.  Let  me  try  that  first.  Number  one,  I  think  Cuba  is 
no  longer  a  mortal  enemy  to  U.S.  interests.  It  may  have  been  at 
one  time,  but  with  the  end  of  the  cold  war,  with  the  end  of  the  flow 
of  Soviet  arms  and  aid  to  Cuba,  and  with  the  virtual  collapse  of  the 
Cuban  economy,  I  think  Cuba  is  a  nuisance.  It  is  a  repressive  po- 
lice state  to  its  own  people  and  Cubans  are  undoubtedly  in  a  hor- 
rible situation.  However,  I  don't  think  it  is  a  mortal  enemy  to  U.S. 
interests  at  this  stage. 

I  don't  know  how  to  get  rid  of  Fidel  Castro,  and  clearly  the  U.S. 
Government,  which  has  been  pursuing  that  course  for  32  years, 
doesn't  quite  know  how  to  get  rid  of  him  either.  Given  the  choice 
between  two  policies  whose  effectiveness  we  don't  know,  between 
squeezing  harder  and  harder  on  Fidel  Castro  and  Cuba  or  trying 
to  liberalize  our  policy,  I  would  choose  the  one  that  is  more  likely 
not  to  divide  us  from  our  natural  allies  in  this;  i.e.,  the  nations  of 
Latin  America,  who  are  also  interested  in  changing  Cuba.  Current 
policy  is  dividing  us  from  Latin  America,  and  we  could  find  more 
common  ground  to  work  on. 

Secondly,  and  this  is  particularly  important  to  me,  and  I  will  ex- 
plain why  in  a  second,  is  if  I  had  to  choose  between  two  policies 
without  knowing  which  one  is  going  to  be  more  effective  in  getting 
rid  of  Fidel  Castro.  I  think  I  would  choose  the  one  that  would  be 
less  harmful  to  the  Cuban  people.  I  know  the  Cuban  people  are  suf- 
fering very  dramatically,  and  I  know  that  in  part  because  my  wife 
is  a  Cuban  American  and  travels  back  to  the  island,  and  we  have 
relatives  coming  here.  The  situation  is  dismal,  absence  of  medi- 
cines, absence  of  food,  not  knowing  where  the  next  meal  is  coming 
from,  inability  to  travel  even  short  distances  between  towns. 

All  that  I  am  saying  is  that  if  we  don't  know  what  the  geo- 
political consequences  of  the  different  policies,  squeezing  or  liberal- 
izing, I  would  choose  the  policy  that  would  be  less  harmful  to  the 
Cuban  people. 
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Mr.  Perry.  I  guess  I  would  have  to  disagree  with  you,  since 
there  has  been  so  much  harmony  on  the  panel,  and  agree  with 
George  Bush  and  Bill  Clinton  that  we  are  on  the  verge  of,  frankly, 
of  Castro's  demise.  I  don't  know  when  it  will  be  or  how  long  it  will 
take.  But  his  days  seem  certainly  to  be  numbered  to  me,  and  I 
don't  see  any  point  at  this  stage  in  throwing  him  a  life  preserver 
which  opening  economic  and  political  relations  or  any  kind  of  dia- 
logue with  his  regime  would  essentially  do. 

We  were  anxious  to  get  rid  of  military  dictatorships,  and  we  put 
our  shoulders  to  the  wheel  on  that  and  got  rid  of  it — got  rid  of 
many  of  them,  and  I  think  we  should  all  put  our  shoulders  to  the 
wheel  and  squeeze  as  hard  as  we  can  to  terminate  this  dictatorship 
as  well.  I  think  I  would  just  caution  that  the  last  days  of  the  Cas- 
tro government  are  going  to  be  difficult  and  dangerous  ones  for  the 
United  States,  and  I  hope  that  the  new  administration  is  prepared 
for  that.  I  don't  think,  given  Castro's  record,  that  he  will  go  quietly 
into  the  night,  imless  some  of  his  colleagues  decide  to  remove  him, 
and  we  may  face  a  very  serious  situation  there.  But  I  see  no  reason 
now  to  loosen  up  ana  give  this  regime  any  negotiating  position 
whatsoever  in  the  future. 

Mr.  TULCHIN.  Well,  my  opinion  is  that  Cuba  is  not  a  mortal 
threat  to  the  security  of  the  United  States.  Further,  I  would  argue 
that  the  current  policy  or  the  policy  of  the  previous  administration 
does  more  to  buttress  the  dictatorial  regime  in  Cuba  than  any 
other  policy  might.  In  fact,  it  is  the  last  remaining  weapon  that  ad- 
ministration wields  to  remain  in  power. 

I  follow  Milton  and  Jefferson  in  the  search  for  liberty.  Unfettered 
truth  is  the  strongest  defense  of  liberty.  If  there  is  a  dictatorship 
in  Cuba,  if  there  is  a  harsh  repressive  regime  in  Cuba  so  close  to 
the  United  States,  let's  talk  about  it.  Let  Cuban  scholars  in.  Sug- 
gest to  Cuba  that  they  let  Americans  in.  Have  equal  and  free  ex- 
changes. 

By  barring  exchanges,  it  seems  that  the  most  powerful  nation  in 
the  world,  the  oldest,  most  solid  if  still  imperfect  democracy  in  the 
world  is  afraid  to  engage  even  in  academic  discussion  with  people 
from  a  small,  now  increasingly  impoverished  and  repressed  island 
90  miles  off  the  shore  of  Florida.  People  in  Latin  America  do  not 
understand  our  fear  of  open  discussion  and  debate. 

Such  free  and  open  discussion  might  be  a  way  of  subverting  the 
dictatorship.  It  seemed  to  be  the  core  of  our  policy  in  dealing  with 
the  Soviet  Union  and  Eastern  Europe  and  was  remarkably  effec- 
tive. The  Xerox  machine  was  one  of  the  most  powerful  weapons  in 
the  cold  war  as  underground  manuscripts  in  the  Soviet  Union  were 
copied  with  increasing  impunity  and  distributed  and  so  on  and  so 
forth. 

Let's  talk  to  Cubans.  I  have  been  to  Cuba.  I  have  seen  the  dif- 
ficult situation  there.  And  what  is  amazing  is  that  as  few  people 
in  the  United  States  seem  to  understand  that  like  Nicaragua,  like 
Mexico,  like  Haiti,  people  in  those  countries  understand  and  read 
their  history.  We  have  forgotten  our  histories.  We  have  got  a  100- 
year  history  of  involvement  in  Cuban  internal  affairs.  Cubans  are 
fairly  sensitive  to  it.  And,  if  we  are  unilaterally  involved  in  over- 
throwing the  current  government,  we  will  have  a  period  following 
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the  overthrow  that  will  be  every  bit  as  painful  as  any  in  this  cen- 
tury. 
Chairman  Hamilton.  Mr.  Menendez. 

ECONOMIC  SANCTIONS  AGAINST  CUBA 

Mr.  Menendez.  Thank  you,  Mr.  Chairman.  I  want  to  continue 
where  Mr.  Diaz-Balart  left  off.  Let  me  just  suggest  that  I  find  it 
interesting  at  a  time  in  which  U.S.  policy  seeks  to  use  economic 
sanctions  and  in  conjunction  with  diplomatic  efforts  throughout  dif- 
ferent parts  of  the  world — and  certainly  as  a  vital  step  before  pur- 
suing military  interventions  in  different  parts  of  the  world,  where 
we  are  seeing  with  some  significant  degree  a  degree  of  success  in 
South  Africa  divestiture  attempts  to  break  down  apartheid,  where 
we  have  seen  President  Aristide  call  for  economic  sanctions  to 
bring  back  democracy  in  Haiti,  and  in  other  parts  of  the  world 
where  we  suggest  that  economic  sanctions  would,  work — that  in  fact 
we  would  seek  to  move  away  at  this  period  of  time  from  what  fi- 
nallv  could  be,  not  an  old  policy,  but  a  policy  that  could  actually 
work.  Between  Mr.  Torricelli's  recent  law  passed  by  the  House  and 
the  fact  that  the  world  has  changed,  the  fact  that  the  Soviet  Union 
no  longer  pumps  an  incredible  amount  of  money  into  Cuba,  billions 
of  dollars  a  year,  and  when  we  talk  about  what  is  going  to  happen 
to  the  Cuban  people,  at  the  height  of  Soviet  aid,  Cuban  people  were 
under  a  system  of  rationed  goods. 

As  a  matter  of  fact,  at  the  height  of  Soviet  aid — I  don't  know, 
what  is  it,  $3  to  $5  billion  a  year?  The  fact  of  the  matter  is  that 
Castro  sent  people  to  Angola,  sought  to  destabilize  parts  of  the 
Caribbean  and  Latin  America  instead  of  feeding  his  people. 

So,  in  that  regard,  it  would  appear  to  me  that  at  a  time  that 
their  aid  has  been  dramatically  reduced  and  that  our  embargo  has 
actually  been  given  teeth,  that  then  a  government,  for  lack  of  a  bet- 
ter word,  that  has  heen  short  on  progress  and  long  on  abuses  could 
actually  create  an  opportunity  for  people  in  Cuba  to  have  a  demo- 
cratic process  and  to  be  able  to  enjoy  the  very  fruits  of  their  labor. 
The  fact  of  the  matter  is  that  Spain,  for  example  which  has  been 
an  ally  of  Cuba,  stopped  its  milk  shipments.  Because  what  were 
they  doing?  They  were  being  unloaded  on  Cuban  docks  and  then 
transferred  by  the  Cuban  government  for  exportation  elsewhere. 

If  you  fly  over  Cuba,  as  some  people  have  recently  done  on  their 
way  to  other  countries,  you  see  a  tremendous  amount  of  cultivation 
of  lands,  but  it  is  not  being  used  for  the  Cuba  people. 

So,  when  we  talk  about  this  issue  about  the  emoargo  hurting  the 
Cuban  people — just  like  Saddam  Hussein  hurts  his  people — ^Fidel 
Castro  is  hurting  his  people.  It  is  not  necessarily  the  embargo  that 
is  hurting  his  people.  And  yes,  we  want  to  bring  back  Cuba  into 
the  community  of  nations  in  the  Western  Hemisphere,  but  in  doing 
so  Fidel  Castro  has  all  the  power  in  the  world  by  himself  to  accom- 
plish that.  And  despite  his  allies  having  given  him  a  series  of  inter- 
national rebukes,  including  Spain  at  his  recent  visit  there  he  has 
been  the  most  recalcitrant. 

It  would  seem  to  me,  Mr.  Hakim,  and  I  would  like  to  also  hear 
from  Mr.  Tulchin,  isn't  this  the  wrong  time  to  not  give  the  oppor- 
tunity when  we  see  people  coming,  such  as  the  balseros,  or  "raft 
people."  When  we  see  people  coming — the  airflights  that  we  re- 
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cently  saw — we  are  seeing  all  the  signs  that  it  is  finally  going  to 
work  and  that  the  new  Taw  should  be  given  the  opportunity  to 
prove  once  and  for  all  whether  or  not  we  accomplish  democracy  in 
Cuba  by  virtue  of  the  economic  sanctions  we  have  pursued  as  we 
have  in  other  parts  of  the  world. 

Mr.  Hakim.  I  think  you  may  have  misunderstood  my  comment, 
I  am  not  sure  whether  the  embargo  on  Cuba  will  work  or  not,  but 
I  am  not  recommending  that  we  remove  it.  What  I  am  suggesting, 
and  what  has  been  laid  out  in  a  report  of  an  Inter-American  Dia- 
logue task  force,  which  I  agree  with,  is  that  the  embargo  ought  to 
be  used  as  a  bargaining  lever.  In  other  words,  we  ought  to  have 
something  we  want.  Is  it  only  to  get  rid  of  Castro?  It  probably 
won't  wonc  to  do  that  alone. 

The  question  is  how  can  we  make  the  embargo,  and  combine  it 
with  some  other  items  like  allowing  for  greater  movement  of  ideas, 
people  and  information  between  Cuba  and  the  rest  of  the  hemi- 
sphere. The  major  point  that  I  want  to  emphasize  is  that  when  the 
rest  of  Latin  America  has  become  democratic  and  is  concerned  that 
Cuba  is  not  democratic.  For  example,  Latin  America  democracies 
do  not  want  Cuba  back  in  the  Organization  of  American  States; 
they  want  to  make  it  a  democratic  club.  The  Mexicans,  the  Ven- 
ezuelans and  the  Spanish  have  all  been  trying  to  press  on  Cuba. 
At  a  time  when  there  is  a  possibility  for  the  United  States  to  join 
forces  with  other  countries  in  Latin  America,  we  have  been  follow- 
ing a  policy  that  divides  us  from  them,  as  we  saw  in  the  recent  vote 
at  the  United  Nations. 

Rather  than  dealing  with  it  alone,  we  should  develop  a  genuine 
hemispheric,  and  perhaps  international,  policy  for  dealing  with 
Cuba  the  way  we  are  trying  to  deal  with  so  many  other  problems. 
I  am  definitely  not  advocating  that  we  remove  the  embargo  from 
one  day  to  the  next.  It  should  be  a  matter  of  leverage  and  we 
shouldn't  allow  the  embargo  to  prevent  us  from  taking  some  posi- 
tive measures  that  might  alleviate  the  situation  of  the  Cubans  in 
Cuba. 

Mr,  TULCHIN.  Mr.  Menendez,  in  response  I  would  simplv  quote 
to  you  the  statement  of  Mr.  Martinez,  your  colleague,  a  ^w  mo- 
ments ago.  You  can't  force  people  into  democracy.  Woodrow  Wilson 
in  his  frustrated  efforts  to  turn  the  Mexican  revolution  at  the  be- 
ginning of  the  century  into  a  democratic  revolution  said  one  night 
in  anger  and  frustration,  "I  will  shoot  those  people  into  democracy," 
I  don't  think  that  by  unilaterally  expressing  our  peak,  our  anger 
with  a  regime  in  Cuba  that  we  are  going  to  impose  democracy  on 
that  island.  We  could  succeed  in  removing  Mr.  Castro,  but  we  will 
embarrass  the  transition  to  democracy  if  we  do  it  unilaterally,  vin- 
dictively, without  using,  for  example,  any  efforts  to  encourage  a 
dialogue.  That  has  been  our  policy  in  the  Mideast.  We  are  trying 
to  get  people  to  get  to  yes,  not  to  beat  up  on  one  another.  And  yet 
in  our  policy  toward  Cuba,  without  using  any  of  these  policy  instru- 
ments to  secure  a  quid  pro  quo,  we  are  instead  unilaterally  acting. 

The  phrase  Mr.  Hakim  used,  it  seems  to  me,  is  an  important  one 
to  try  and  understand  and  keep  in  mind.  For  the  first  time  in  our 
history,  the  nations  of  Latin  America  form  a  democratic  club.  And, 
though  they  were  seriously  upset  and  made  nervous  by  U.S. 
threats  of  intervention  in  Cuba  and  other  places  in  Latin  America, 
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they  are  willing  to  stand  together  and  tell  the  government  in  Cuba 
of  their  displeasure  if  they  aren't  forced  to  do  so  by  the  threat  of 
United  States  intervention. 

Again,  if  we  were  to  stand  back  from  our  current  policy  and 
allow  the  colleagues  in  Latin  America  to  create  a  common  front  in 
favor  of  democracy,  my  opinion  is  that  you  would  find  far  more 

Eressure  applied  to  the  current  regime  in  Cuba  than  could  possibly 
e  applied  b^  unilaterally  tightening  the  noose,  the  economic  noose 
around  the  island.  Right  now  we  are  causing  disquiet  to  our  allies 
and  we  are  providing  yet  another  instrument  of  power  to  the  gov- 
ernment in  Cuba. 

Mr.  Menendez.  Mr.  Chairman,  I  know  my  time  is  up.  I  just  want 
to  make  one  last  statement,  if  I  may? 

Chairman  Hamilton.  Certainly. 

Mr.  Menendez.  I  believe  that  in  fact  you  cannot  force  democracy 
on  a  people,  but  you  will  never  force  democracy  on  a  dictator.  And 
secondly,  that  in  fact  we  can  work  with  our  allies  throughout  Latin 
America  while  we  still  have  an  embargo  to  accomplish  some  of  the 
goals  that  you  suggest.  I  don't  believe  that  they  are  necessarily  mu- 
tually exclusive. 

Thank  you,  Mr.  Chairman. 

Chairman  Hamilton.  Ms.  Ros-Lehtinen. 

Ms.  Ros-Lehtinen.  Thank  you,  Mr.  Chairman. 

don't  blame  AMERICA  FIRST 

Gentlemen,  from  reading  your  statements  and  from  the  tone  of 
your  responses  to  the  questions  and  continuing  with  the  discussion 
on  Cuba  it  seems  to  me  that  a  lot  of  what  you  are  saying  could  be 
classified  under  what  Dr.  Jeanne  Kirkpatrick  calls  the  "blame 
American  first"  crowd.  She  used  it  in  another  context,  but  it  seems 
to  be  at  work  here.  As  if  Castro  is  a  cruel  dictator  and  if  Castro 
has  all  of  these  problems,  somehow  it  is  the  fault  of  U.S.  policy. 
And,  if  we  were  to  change  United  States  policy  toward  Cuba,  then 
somehow  things  would  change,  and  as  if  Castro  had  no  responsibil- 
ity over  his  behavior.  And,  if  the  Cuban  people  are  suffering  that 
somehow  it  is  the  fault  of  the  United  States,  as  if  Castro  is  not  the 
one  who  is  in  charge  of  his  country  and  is  the  one,  in  fact,  to  blame 
for  all  of  the  troubles  and  all  of  the  suffering  of  the  Cuban  people. 
He  is  the  one  who  is  responsible.  He  is  the  one  to  blame,  and  not 
the  United  States  policy. 

If  there  is  anv  effect  that  the  embargo  and  the  U.S.  policies  have 
had  toward  Cuoa,  it  is  in  further  isolating  Castro,  diplomatic,  eco- 
nomically, politically,  from  opportunities  that  he  would  only  seize 
upon  to  further  solidify  his  stranglehold  on  the  people  of  Cuba. 

And  from  the  statements  that  Mr.  Hakim  has  given  to  us,  he 
calls  the  U.S.  policy  stale,  unimaginative,  unproductive  and  per- 
haps it  has  come  time  or  the  President  will  have  to  decide  whether 
to  Degin  a  possibility  of  bargaining  with  Cuba  and  calls  for  a  new 
course.  I  fear  that  this  new  course  will  only  further  strengthen 
Castro's  hold  on  the  people,  will  give  Castro  the  economic  boost 
that  he  so  desperately  needs. 

And  we  should  keep  in  mind  that  the  cruelest  economic  embargo 
that  takes  place  in  the  world  is  the  one,  as  Congressman  Menendez 
has  stated,  the  one  that  takes  place  right  in  the  island  of  Cuba, 
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and  that  is  the  embargo  that  Castro  has  on  his  own  people,  the 
apartheid  that  goes  on  daily  in  Cuba  where  Cubans,  native  Cubans 
are  not  allowed  to  visit  certain  restaurants  or  are  not  allowed  to 
go  to  certain  hotels.  They  have  restrictions  on  where  they  can  go. 
Those  are  their  own  policies  that  Castro  inflicts  on  his  people,  the 
embargo  that  Castro  has  on  the  Cuban  people,  the  apartheid  that 
Castro  continues  to  impose  on  the  Cubans.  And  that  has  nothing 
to  do  with  U.S.  policies. 

Certainly,  Fidel  Castro  can  get  his  goods  from  every  country  in 
the  world.  He  can  bargain,  he  can  deal  with  every  country.  If  he 
has  those  goods  or  does  not  have  the  goods,  it  is  his  position  to 
have  them  or  to  not  have  them.  It  is  not  related  to  the  U.S.  policy. 

And  certainly  the  time  has  come  to  see  the  effects  of  this  new 
law  that  we  passed,  to  see  what  effect  that  will  have.  And,  if  any- 
one believes  that  the  cruelty  inflicted  upon  the  Cuban  people  as  a 
result  of  U.S.  policy,  I  think  that  that  is  a  sad  mistake  to  believe 
that.  That  is  certainly  what  Castro  would  like  for  people  to  believe. 
That  is  certainly  his  statement  to  the  Cuban  people.  That  it  is  be- 
cause of  the  cruelty  of  the  American  people.  But  I  don't  believe  that 
that  has  any  credibility. 

We  should  not  blame  America  first.  It  is  the  fault  of  Fidel  Castro. 
He  is  the  cruel  dictator.  He  is  the  one  who  sets  those  policies.  And 
it  seems  that  we  are  acting  as  overeager  Boy  Scouts,  trying  to  force 
the  little  old  man  to  cross  the  street  when  in  fact  he  does  not  want 
to  cross.  There  are  many  groups  around  the  world  who  believe  that 
we  should  somehow  steer  the  man  across  the  street.  He  does  not 
want  to  go.  He  has  said  it  time  and  time  again.  He  does  not  honor 
even  one  comma  of  any  U.N.  resolutions  against  him. 

So  why  do  we  want  to  continue  to  say  it  is  our  fault  that  the 
Cuban  people  suffer  and  Castro  would  somehow  want  to  deal  with 
the  U.S.?  Don't  you  get  the  feeling  that  he  does  not  want  this  and 
that  in  fact  he  is  the  one  responsible  for  the  suffering  of  the  people? 

I  would  like  for  these  groups  to  really  say  it  directly  and  clearly. 
That  it  is  not  the  fault  of  U.S.  policy.  That  it  is  the  fault  of  Fidel 
Castro,  all  of  the  suffering  that  has  been  inflicted  upon  the  Cuban 
people.  That  we  should  start  from  the  framework  and  not  blame 
America  first. 

Mr.  Perry.  I  only  hope  you  are  not  addressing  your  remarks  to 
me. 

Ms.  Ros-Lehtinen.  No. 

Mr.  Perry.  Ok. 

Ms.  Ros-Lehtinen.  Just  to  all,  if  you  want  to  comment  on  that. 

Mr.  Hakim.  Frankly,  I  find  your  remarks  insulting.  I  think  that 
if  you  read  my  statement,  if  you  listen  to  what  I  have  said  today, 
if  you  read  the  Inter-American  Dialogue's  report  on  Cuba,  if  you 
read  anything  I  have  ever  written  or  said,  you  will  see  that  I  have 
never  "blamed  America  first".  I  have  always  stood  against  the  Cas- 
tro dictatorship.  I  have  always  made  that  very  clear.  Nothing  in 
the  record  says  that  I  have  ever  blamed  America  first. 

Secondly,  I  think  that  Cuba  is  a  very  important  issue  for  the 
United  States,  and  I  get  reminded  of  it  every  night  when  I  go  home 
because  my  wife  is  a  Cuban  American.  And  I  know  it  is  very  impor- 
tant, but  I  also  think  there  are  large  opportunities  out  there  in 
Latin  America.   Of  the  400  million   people  that  make  up  Latin 
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America,  Cuba  is  only  10  million  people.  If  we  focused  the  U.S.  at- 
tention only  on  Cuba,  that  would  be  a  mistake.  We  would  miss  a 
great  opportunity  to  strengthen  the  U.S.  economy  and  to  develop 
cooperative  relationships  on  a  wide  range  of  issues  from  the  envi- 
ronment, to  immigration,  to  drugs. 

We  can  focus  on  Cuba,  and  we  can  use  all  of  our  energies.  I  think 
it  would  be  a  mistake. 

Mr.  TULCHIN.  Do  I  have  to  object?  I  mean,  I  didn't  say  America 
was  to  be  blamed.  I  am  not  sure  why  your  remarks  are  diverted 
at  us.  No  one  here  has  said  what  you  import  to  us. 

RACIAL  DISCRIMINATION  IN  CUBA 

And  I  might  say  that  your  use  of  the  term  "apartheid"  I  find 
rather  odd  since  it  refers,  on  the  one  hand,  to  a  racially  discrimina- 
tory regime  in  South  Africa,  and  on  the  other  you  referred  to  the 
inability  of  Cubans  to  go  to  dollar  shops.  To  compare  those  two  I 
find  very  strange,  Congresswoman,  I  am  sorry. 

Chairman  Hamilton.  Mr.  Wynn.  Go  ahead. 

Ms.  Ros-Lehtinen.  I  didn't  use  the  term  "dollar  shops." 

Mr.  Tulchin.  But  that  is  where  they  are  excluded  and  that  is 
what  the  exclusion  refers  to.  When  you  refer  to  people  being  barred 
from  certain  stores  and  shops,  it  refers  to  the  tourist  duty-fi^ee 
shops,  which  is  exactly  what  happened  in  the  Soviet  Union  and 
elsewhere.  To  compare  that  with  a  regime  that  divides  races  be- 
cause of  the  color  of  their  skin,  I  just  don't  know  how  to  respond 
to  that. 

Ms.  Ros-Lehtinen.  I  didn't  use  the  word  shops.  Cubans  are  not 
allowed  to  go  to  certain  beaches,  whether  you  want  to  admit  it  or 
not.  That  is,  whether  you  want  to  call  it  racial,  ethnic,  whatever. 
Native-born  Cubans  are  not  allowed  to  go  to  certain  beaches.  They 
are  not  allowed,  sir.  They  are  not  allowed  to  go  to  certain  res- 
taurants. They  are  not  allowed  to  go  to  certain  hotels.  They  are 
open  for  tourists.  They  are  open  for  certain  people  involved  in  the 
military  and  in  the  government,  and  Cubans  are  not  allowed  entry 
to  every  place  as  we  are  allowed  entry  in  these  United  States.  You 
want  to  call  that  apartheid.  It  is  not  a  racial  policy,  it  is  a  policy 
of  discrimination  that  Castro  imposes  on  his  own  people  in  that  is- 
land. 

And  also,  if  I  had  had  more  time  I  would  want  to  comment  on 
how  I  don't  think  that  it  is  correct  to  change  United  States  policy 
toward  Cuba  just  in  order  to  please  our  Latin  American  neighbors. 
As  important  as  we  would  like  to  have  better  contacts  with  them, 
I  don't  think  that  that  is  the  correct  impetus  to  change  U.S.  policy. 

Chairman  Hamilton.  Mr.  Wynn. 

HAITI 

Mr.  Wynn.  Thank  you,  Mr.  Chairman.  I  also  would  like  to  com- 
pliment the  panel  on  their  presentations  this  morning. 

I  would  like  to  return  to  the  issue  of  Haiti,  and  I  would  like  to 
ask  a  couple  of  questions.  First,  I  really  would  like  a  candid  assess- 
ment of  the  likelihood  that  the  military  will  agree  to  the  restora- 
tion of  Aristide  and  democracy  in  Haiti.  It  seems  to  me  we  are 
looking  down  the  barrel  at  another,  perhaps  less  ideological  Cuba. 
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Second,  I  sense  not  a  waffling,  but  a  divergence  with  regard  to 
whether  sanctions,  embargos  versus  increased  aid  is  the  appro- 
priate response  in  Haiti,  and  I  would  Hke  to  get  your  assessment 
of  where  we  ought  to  come  down  from  a  pohcy  standpoint  on  that 
issue. 

And  third,  in  terms  of  drug  interdiction,  I  beHeve  Mr.  Tulchin 
talked  about  shared  responsibility.  I  would  like  to  talk  about  spe- 
cifically U.S.  policy  and  foreign  aid  and  what  role  that  plays  in  the 
whole  drug  problem  in  Latin  America. 

DRUG  POLICY  EN  LATIN  AMERICA 

Mr.  TULCHEN.  Well,  since  you  invoked  my  name,  let  me  start,  Mr. 
Wynn.  I  will  start  with  the  drug  policy.  My  point  there  is  that  we 
have  had  a  dialogue,  North  and  South,  concerning  the  drug  policy 
for  many  years,  and  it  has  been  flawed,  in  my  opinion,  because  too 
often  in  the  North,  in  the  United  States,  we  have  focused  on  sup- 
ply; i.e.,  the  South,  without  taking  into  account  the  fact  that  there 
is  a  demand  problem  as  well. 

Campesinos  in  the  Altiplano  in  Peru  and  Bolivia  have  raised  coca 
leaf,  as  far  as  we  know,  for  at  least  2000  years  without  causing  a 
cocaine  problem  in  the  United  States.  So,  we  have  something  to  do 
with  it.  And  the  problem  must — can — only  be  solved  through  an  ef- 
fective dialogue  between  the  United  States  and  the  countries  in 
Latin  America  where  the  leaf  is  produced  and  where  the  production 
facilities  are,  which  includes,  obviously,  Colombia. 

Mr.  Wynn.  What  would  be  the  nature  of  that  dialogue? 

Mr.  TULCHIN.  I  think  it  is  important  first  to  say  that  it  is  a  com- 
mon problem.  It  is  not  our  problem  and  we  want  you  to  solve  it, 
which  is  caricaturing  a  little  bit  in  essence  what  our  policy  has 
been  over  the  last  decade.  We  have  even  offered  to  send  United 
States  troops  to  Peru,  Colombia  and  other  countries.  That  is  not  a 
solution  to  a  problem  on  Peruvian  or  Bolivian  soil. 

We  must  get  those  countries  to  recognize  that  it  is  in  their  inter- 
est as  well  as  ours  to  deal  with  us  collectively  to  solve  our  common 
problem.  The  drug  traffic  has  caused  tension,  for  example,  between 
Peru  and  Brazil.  It  is  now  causing  problems  between  Brazil  and 
Venezuela.  It  will  continue  to  roil  relations  in  the  hemisphere.  But 
everybody  is  standing  back,  everybody  in  Latin  America  is  standing 
back  and  being  passive  because  over  the  last  decade  the  United 
States  has  taken  a  very  assertive,  unilateral  and  very  aggressive 
posture.  And  it  is  time  for  us  to  sit  down  with  the  countries  in  the 
hemisphere  that  are  deeply  affected.  Their  sovereignty  is  under- 
mined. Sovereignty  of  the  Colombian  nation  is  seriously  under- 
mined by  the  drug  cartel  and  the  drug  traffic.  So  I  think  we  have 
to  begin  a  policy  by  discussing  with  those  countries  affected  how 
collectively  we  are  going  to  deal  with  it. 

Mr.  Wynn.  I  would  like  to  get  a  comment  on  the  Haitian  situa- 
tion— I  know  time  is  passing — from  any  panel  member. 

situation  in  HAITI 

Mr.  Hakim.  Well,  my  own  sense  is  that  eventually  I  think  the 
military  will  give  way.  I  am  not  sure  exactly  when  that  will  hap- 
pen. I  think  what  is  important  is  that  pressure  has  to  be  kept  on 
the  military  to  the  greatest  extent  possible.  I  also  believe  that 


74 

President  Aristide  and  his  supporters  will  have  to  make  some  con- 
cessions and  some  compromises.  I  don't  know  what  the  final  out- 
come will  be,  but  I  am  sure  it  will  be  a  negotiated  end  to  this  stale- 
mate. That  is  the  way  that  democracy  has  generally  been  restored 
throughout  Latin  America  when  military  has  taken  power,  and  I 
think  it  will  happen  in  this  case,  with  both  sides  making  conces- 
sions, making  agreements  and  trying  to  put  into  place  some  kind 
of  new  institutional  structure  that  can  work. 

Mr.  Wynn.  Not  to  interrupt  you,  but  what  is  the  motivation  for 
the  military  to  make  these  concessions?  They  are  in  charge.  Where 
is  the  lever,  the  carrot,  the  stick?  What  is  it  that  moves  the  mili- 
tary from  their  current  posture  of  being  in  charge? 

Mr.  Hakim.  The  military  is  clearly  excluded  from  any  kind  of 
normal  international  transaction.  It  does  not  participate  in  the 
OAS.  It  does  not  participate  in  the  U.N.  as  a  full  member.  There 
is  an  embargo  on  the  island.  In  other  words,  they  aren't  really  gov- 
erning the  country  under  those  circumstances. 

Mr.  Wynn.  Because  they  are  not  in  the  OAS. 

Mr.  Hakim.  Excuse  me. 

Mr.  Wynn.  Because  they  are  not  in  the  OAS. 

Mr.  Hakim.  It  is  excluded  now.  The  de  facto  government  does  not 
participate  in  the 

Mr.  Wynn.  No,  I  understand  that.  But  I  mean  practically  speak- 
ing, does  lack  of  membership  in  the  OAS  equate  to  an  inability  to 
govern? 

Mr.  Hakim.  Well,  no.  No.  I  am  saying  the  whole  series  of  things 
that  prevent  Haiti  from  engaging  in  normal  international  trans- 
actions. 

Secondly,  generally  speaking,  when  a  military  stays  in  power 
there  are  institutional  divisions  among  the  various  groups  in  the 
military  which  affects  the  military  institution  itself. 

Third,  moral  exclusion  from  the  community  of  nations  is  a  strong 
incentive  in  itself.  Now,  clearly  if  the  military  doesn't  want  to  give 
up  power,  they  have  a  monopoly  of  force  there,  and  no  one  can 
challenge  that  force  except  externally.  I,  mvself,  would  not  propose 
the  use  of  force.  An  important  step  would  be  to  bring  to  Haiti  a 
group  of  400-500  civilian  observers  that  can  begin  to  create  a  new 
climate  of  hope. 

This  process  of  change  is  a  slow  one.  I  don't  think  it  is  going  to 
happen  one  day  to  the  next.  I  think  to  the  extent  you  can  begin 
defending  human  rights  more,  people  are  not  quite  so  vulnerable, 
I  think  there  are  ways  that  you  can  begpin  to  nudge  and  push  and 
encourage  the  situation.  I  don't  think  you  can,  from  one  day  to  the 
next,  turn  the  lights  on. 

Mr.  Perry.  I  think  it  would  be  a  mistake  to  cast  this  thing  com- 
pletely in  terms  of  military  versus  civilian  president.  There  are  a 
good  number  of  people,  particularly,  obviously,  upper-class  people 
and  business  people  in  Haiti  who  have  problems  with  the  Aristide 
government  and  its  compartment.  So  that  whereas  I  think  you 
could  get  a  reinstallation  of  democracy,  you  would  probably  have 
to  do  it  in  the  context  of  some  of  kind  oi  a  deal,  unless  you  were 
willing  to  use  force  to  restore  Aristide  to  his  total  situation. 

So  the  answer  I  guess  that  I  would  have  is  yes,  you  could  get  a 
restoration  of  democracy  that  would  involve  Aristide  but  not  with- 
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out  some  kind  of  a  deal  which  would  take  other  interests  into  ac- 
count. 

DRUG  POLICY  m  LATm  AMERICA 

With  respect  to  drug  interdiction,  I  guess  I  agree  that  everybody 
that  is  looking  at  this  problem  should  realize  mat  it  is  not  just  a 
problem  of  supply  but  also  a  problem  of  demand,  and  that  we  are 
in  large  measure  responsible  for  that  demand.  But,  if  you  think  we 
are  going  to  get  out  of  the  enforcement  business  because  of  that 
blinding  insight,  I  think  you  are  also  barking  up  the  wrong  tree. 
There  is  going  to  have  to  be  a  concerted  attack  involving  the  co- 
operation of  the  Latin  American  countries  across  the  whole  chain 
of  production,  distribution,  consumption,  and  supply  and  consump- 
tion. It  has  to  be  approached  full  press  at  each  of  the  stages,  and 
not  just  any  one  of  them. 

Mr.  Wynn.  Thank  you.  Thank  you,  Mr.  Chairman. 

Chairman  Hamilton.  Mr.  Hastings. 

HAITI  AND  THE  RETURN  OF  PRESIDENT  ARISTIDE 

Mr.  Hastings.  Thank  you  so  very  much,  Mr.  Chairman.  And, 
gentlemen,  I  compliment  you  as  well  on  the  fine  presentations  that 
you  have  brought  forth  tnis  morning.  I  have  had  an  opportunity — 
although  I  didn't  hear  each  of  your  vocal  presentations,  to  read 
what  you  are  supporting  for  the  record. 

As  a  segue  to  my  colleague  with  reference  to  Haiti,  let  me  give 
you  what  I  think  is  a  little  bit  of  an  overview.  I  don't  think  that 
Haiti's  problems  are  on  the  top  25,  if  you  will,  of  the  Clinton  hit 
list.  I  am  curious,  though,  as  to  what  your  views  would  be  if  you 
are  of  a  mind,  as  am  I,  or  living  in  Florida  knowing  that  this  week 
in  America  and  in  Florida,  there  will  be  some  of  the  largest  dem- 
onstrations concerning  Haiti  that  have  ever  taken  place.  And,  in 
South  Florida  perhaps  as  large  a  demonstration  that  has  ever  oc- 
curred. We  know  for  a  fact  that  boats  are  poised  to  come  to  Amer- 
ica, and  perhaps  it  is  hope  or  any  number  of  other  things  that  have 
kept  people  there.  It  would  seem  to  me  that  there  is  at  least  some 
undergirding  belief  that  Aristide  or  democracy  will  be  restored. 

With  these  considerations  as  a  backdrop,  I  would  call  for  and  ask 
your  opinion  of  President  Clinton  perhaps  meeting  with  President 
Aristide  and  setting  a  definite  timetable,  which  will  lead  to  other 
things  that  must  be  thought  of.  My  understanding,  with  no  intel- 
ligence information  at  all,  and  just  from  the  media,  is  that  the  Hai- 
tian bank  situation  will  collapse  within  the  next  month  their  oil  sit- 
uation is  near  collapse,  within  the  next  5  weeks.  That  means  the 
total  collapse  of  the  infi-astructure. 

My  question  is:  should  there  be  a  timetable  for  the  return  of 
President  Aristide?  And,  as  a  footnote  to  that,  Mr.  Perry,  I  heard 
your  veiled  reference  regarding  the  defects  of  the  president  as 
thought  by  some.  I  don't  know  what  those  defects  are.  I  am  very 
naive  to  this  process.  And  I  don't  mean  to  be  facetious,  because  it 
is  true,  I  think  there  may  be  some  people  who  think  there  are  de- 
fects in  the  present  administration  and  the  one  that  just  preceded 
it  here  in  this  great  country.  So  Aristide  is  elected,  for  whatever 
it  is  worth,  and  that  is  good  enough  for  me.  They  elected  him, 
whether  the  elitist  think  he  ought  to  De  there  or  not. 
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With  these  things  in  mind,  should  there  be  a  timetable  for  the 
return  of  Aristide?  And,  if  he  is  returned,  should  America  have  re- 
sponsibilities in  assuring  his  safety,  and  that  of  Sadros',  Bazin's, 
and  the  military's?  And  what,  if  anything,  should  we  have  in  the 
way  of  involvement  with  reference  to  infrastructure  development 
and/or  redevelopment  in  Haiti? 

You  know,  I  did  want  to  say  just  one  other  thing.  Mr,  Hakim, 
I  totally  disagree  with  you  regarding  Haiti's  problems  arising  in 
Haiti.  While  I  have  to  agree  that  geographically  and  physically  that 
is  true,  America's  guiding  hand  was  there  during  the  development 
of  all  of  their  problems. 

Mr.  TULCHIN.  If  I  might  begin,  Mr.  Hastings,  in  response  on  this 
particular  round,  I  would  say  that  Haiti  is  difficult  to  deal  with  in 
part  because  of  the  poverty  of  the  Haitian  people.  When  you  say 
the  economy  is  verging  on  collapse,  we  are  talking  about  a  country 
that  before  the  time  of  difficulties  had  the  lowest  per  capita  income 
in  the  hemisphere.  We  are  not  falling  very  far  is  what  I  am  sug- 
gesting. And  I  don't  mean  to  be  facetious.  That  does  complicate  the 
task  to  which  you  have  referred. 

My  answer,  as  simply  as  I  can  make  it  this  morning,  is  that 
whatever  we  do,  whatever  timetable  we  propose  ought  not  to  be 
proposed  by  the  U.S.  acting  unilaterally.  You  have  referred  in  your 
remarks  and  earlier  in  my  oral  remarks  I  referred  to  that  history 
of  U.S.  intervention. 

History  does  not  repeat  itself,  but  we  would  be  setting  ourselves 
up  to  be  drawn  back  in  there  for  another  25  years  if  we  were  to 
act  alone.  It  seems  to  me  that  Dante  Caputos  efforts  on  behalf, 
first,  of  the  U.N.  and  then  of  the  U.N.  and  the  OAS  acting  together 
is  the  most  positive  step  in  the  last  2  years  in  dealing  with  the 
Haitian  crisis.  I  would,  if  I  were  in  charge  of  U.S.  policy,  support 
that  multilateral  international  initiative  as  consistently  and  as 
powerfully  as  I  would. 

And  you  referred  specifically  to  who  would  be  responsible  for  the 
protection  of  a  series  of  people,  and  the  answer  is  not  the  United 
States  acting  alone.  That  would  be  an  invitation  to  a  long-term  in- 
volvement that  cannot  work  for  the  benefit  of  the  Haitian  people. 

Mr.  Perry.  Well,  I  find  myself  in  a  large  measure  of  agreement 
with  Joe.  I  would  support  almost  anything  that  tried  to  put  an  end 
to  this  sad  situation  because  we  are  grindmg  an  already  poor  coun- 
try into  the  ground  through  economic  sanctions  and  we  have  not 
yet  been  able  to  make  appreciable  progress  on  the  political  dimen- 
sion of  it.  But  I  think  it  will  take,  frankly,  I  mean  as  a  practical 
matter,  and  I  don't  mean  to  be  facetious  about  President  Aristide, 
but  it  is  a  well-known  fact  that  his,  I  should  say  style,  and  in  some 
cases  his  comportment  caused  problems  in  Haiti  before  he  left,  and 
has  caused  problems  in  coming  to  a  solution  since  then.  I  mean  cer- 
tainly he  is  elected.  That  is  good  enough  for  me  too.  But  it  is  a  fact. 
And  the  fact  that  we  are  talking  about  that  other  people  have  rea- 
son to  worry  about  themselves  being  protected  is  the  logical  exten- 
sion of  what  I  have  just  had  to  say. 

So  I  mean  I  would  like  to  see  President  Clinton  put  it  up  higher 
on  his  priority  list,  although  I  would  like  to  be  talking  more  about 
NAFTA  and  the  Enterprise  at  this  session,  and  sort  of  do  all  that 
he  can  do  to  encourage  both  sides  to  make  the  concessions  that  are 
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probably  going  to  be  necessary.  Otherwise  you  are  going  to  have  to 
use  force,  and  I  am  reluctant  to  do  that.  And  even  more  reluctant, 
as  Joe  is,  to  see  the  U.S.  do  so  unilaterally.  That,  if  force  were  re- 
quired, we  would  be  just  a  lot  better  off  if  it  were  Jamaican  police 
and  Venezuelan  troops,  rather  than  American  soldiers. 

Mr.  Hastings.  Thank  you,  Mr.  Chairman. 

Chairman  Hamilton.  Mr.  Oilman. 

Mr.  Oilman.  Thank  you,  Mr.  Chairman.  Again  I  want  to  com- 
mend you  for  continuing  this  series  of  hearings,  and  ask  that  mv 
opening  statement  be  made  part  of  the  record.  And  I  want  to  thank 
our  expertise  witnesses  for  appearing  before  us  and  for  their  very 
cogent  comments. 

Chairman  Hamilton.  Without  objection,  the  statement  will  be 
made  a  part  of  the  record. 

[The  prepared  statement  of  Mr.  Oilman  appears  at  the  conclu- 
sion of  the  hearings.] 

NARCOTICS  problems  IN  LATIN  AMERICA 

Mr.  Oilman.  Thank  you.  Thank  you,  Mr.  Chairman. 

I  would  like  to  address  some  thoughts  to  our  panelists  with  re- 
gard to  the  narcotics  problems.  I  think  Mr.  Perry  said  it  well.  That 
we  can't  just  rely  on  one  aspect  of  the  drug  problems.  We  have  to 
battle  it  on  a  number  of  major  battle  fronts  simultaneously  reduc- 
ing supply  and  reducing  demand —  supply  by  eradication  at  its 
source,  interdiction  once  it  gets  into  the  main  stream  of  supply  to 
other  countries,  and  then  to  enhance  our  enforcement  efforts  once 
it  reaches  our  own  boundaries. 

With  regard  to  reduction  of  demand,  we  must  make  certain  that 
we  educate  our  people,  particularly  our  young  people  to  the  dan- 
gers of  drug  abuse  and  experimentation  with  drugs,  and  then  to 
also  rehabilitate  and  treat  those  victims. 

We  have  been  engaged,  Mr.  Tulchin,  in  reduction  of  demand  for 
a  significant  period  of  time.  I  would  hope  you  might  want  to  catch 
up  with  our  nation's  efforts.  We  are  spending  $12  billion,  and  a 
third  of  that  is  on  reduction  of  demand.  It  has  been  going  on  for 
a  number  of  years  now. 

But  that  is  the  old  story  of  the  producers  pointing  the  finger  at 
the  U.S.  and  saying.  Hey,  if  you  didn't  have  the  demand,  there 
wouldn't  have  the  supply.  But  they  soon  found  that  they  as  suppli- 
ers were  also  becoming  victims  of  drug  abuse. 

So  that  premise  doesn't  hold  up  very  well,  and  you  have  to  ad- 
dress the  problem  on  many  battle  fronts.  And  yes,  many  countries 
in  Latin  America  today,  unfortunately,  are  involved  in  the  narcot- 
ics business.  It  is  a  highly  profitable  business,  and  we  have  a  great 
deal  of  corruption.  It  has  virtually  taken  over  Colombia.  Also,  Bo- 
livia has  become  almost  hostage  to  the  drug  trade.  And  we  have 
a  long  way  to  go. 

But  you  talk  about  the  need  for  consultation.  We  have  been  con- 
sulting in  a  number  of  areas.  There  is  the  Andean  conference  of  na- 
tions, producing  nations,  that  we  have  been  working  with  for  a 
number  of  years,  over  5  years  now,  where  they  are  trying  to  have 
some  regional  approach  to  the  drug  production  problem;  the 
interparliamentary  meetings  with  our  neighbors  in  Latin  America 
concentrating  on  narcotics;  the  drug  summit  in  Cartagena.  You 
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may  recall  President  Bush  brought  together  the  producing  coun- 
tries to  try  to  evolve  a  regional  approach.  A  Mexican-American 
interparliamentary  exchange  that  has  a  committee  working  on  it. 
OAS  nas  a  committee  working  on  it. 

So  consultations  have  been  going  on  for  a  long  period  of  time.  It 
is  not  a  new  approach.  What  we  need,  though,  is  more  effective  co- 
operation by  those  countries  that  we  have  been  trying  to  work 
with,  and  we  have  not  initiated  any  proposal  to  send  troops  in.  We 
have  offered  to  train  their  military,  and  we  have  been  training 
some  of  their  military  to  try  to  make  their  enforcement  efforts  more 
effective. 

So  I  would  ask  all  of  you,  vou  talk  about  the  need  to  do  some- 
thing better  with  regard  to  tne  narcotics  trade  in  Latin  America, 
however,  what  good,  constructive  proposal  do  you  have?  We  on  our 
Select  Narcotics  Committee  have  been  up  and  down  this  line  and 
conducted  a  number  of  missions  to  Latin  America.  We  have  gone 
into  the  Andean  region,  gone  into  the  hills  of  Colombia,  and  gone 
into  the  hills  of  Peru,  gone  to  Bolivia,  have  worked  with  those  gov- 
ernments, even  tried  to  provide  the  carrot  and  stick  approach  of 
giving  them  economic  assistance  to  work  on  these  areas  and  telling 
them  we  would  have  to  cut  it  off  if  they  didn't  eradicate. 

What  better  proposals  do  you  have  in  mind,  Mr.  Tulchin?  Besides 
saying  we  ought  to  consult,  we  have  been  consulting,  besides  say- 
ing we  ought  to  reduce  demand,  and  we  have  been  reducing  de- 
mand through  our  efforts,  what  other  constructive  proposal? 

Mr.  Tulchin.  If  I  may.  Congressman,  I  did  not  say  that  the  prob- 
lem was  entirely  supply  or  the  problem  was  entirely  demand.  In 
fact,  the  language  I  used  in  my  written  statement  was  remarkably 
like  yours,  that  it  deals  with  both.  And  I  think  your  committee  has 
done  some  good  work  on  it  and  there  is  a  lot  of  progress  been  made 
in  the  last  2  years. 

UNILATERAL  INTERDICTION 

Mr.  Oilman.  You're  talking  about — if  I  might  interrupt,  you  say 
unilateral  interdiction  doesn't  work.  It  has  not  been  unilateral.  We 
have  been  trying  to  work  with  the  entire  region  through  the  OAS, 
through  the  Andean  Conference,  through  all  of  the  meetings  we 
have  had.  It  has  not  been  a  unilateral  effort.  And  I  am  quoting 
from  your  remarks  on  page  5. 

Mr.  Tulchin.  The  negotiations  over  the  last  few  years  from  a 
Latin  American  perspective  have  left  the  impression  that  the  U.S. 
was  either  prepared  to  or  wanted  to  use  military  force,  and  indeed 
in  Bolivia,  in  Peru,  and  in  Colombia  there  was  public  debate  over 
whether  U.S.  troops  should  be  used.  Perhaps  it  was  totally  in  error 
and  a  misimpression  was  left.  But  all  three  of  those  governments 
suffered  domestic  attacks  because  of  statements  made  in  the  U.S. 
as  a  result  of  those  conversations.  Specifically,  the  statements 
made  involving  the  potential  use  of  U.S.  military  force  in  a  support 
capacity  or  directly  by  sending  U.S.  troops  onto  the  ground  to  train 
local  troops.  In  every  single  case  it  caused  difTiculty  for  the  host 
government. 

And  you  may  remember,  sir,  that  an  American  plane  was  shot 
at  not  long  ago  off  the  coast  of  Peru.  So  there  is  the  presence  of 
the  U.S.  military  and  it  is  a  very  sensitive  issue. 
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I  think  a  ereat  deal  of  progress  has  been  made  in  the  last  few 
years.  I  think  Assist£int  Secretary  Levitsky  and  others  have  made 
tremendous  progress.  I  think  more  has  to  be  done.  I  don't  think  you 
are  going  to  do  it  in  1  year.  I  don't  think  you  are  going  to  do  it 
in  2  or  3  years,  unfortunately.  I  think  your  statement  suggests  that 
there  has  been  a  turning  away  from  what  was  very  categorical 
statements  in  the  early  part  of  the  1980's  on  this  issue  which  rare- 
ly mentioned  demand,  if  ever,  and  now  we  are  seeing  a  shift.  And 
I  don't  think  it  is  a  question  of  denying  that  the  previous  adminis- 
tration began  to  make  that  shift.  I  am  perfectly  willing  to  do  so, 
and  I  think  that  your  committee  and  others  have  made  great 
progress  in  this.  I  would  like  to  see  some  more,  and  that  is  going 
to  take  time. 

And  it  is  not  going  to  be  easy.  My  point  is  whatever  you  do  to 
be  effective  on  the  ground  to  deal  with  supply,  to  deal  with  money 
laundering,  must  be  done  multilaterally.  That  is  my  only  point. 

Mr.  Oilman.  Well,  it  is  a  good  point  and  one  we  are  trying  to 
pursue. 

Mr.  Perry. 

Mr.  Perry.  Well,  as  you  inferred  from  my  comments,  I  sym- 
pathize with  your  problem.  It  is  not  an  easy  problem.  It  gets  back 
to  what  we  were  talking  about  on  democracy.  That  it  is  a  very  nice 
aspect  of  the  American  that  tends  to  believe  that  things  can  be 
fixed.  I  mean  the  only  problem  is  it  isn't  entirely  true.  I  mean  there 
are  problems  that  cannot  be  fixed  tomorrow  or  2  years  from  now 
and  so  on  and  so  forth.  It  requires  continuous  efforts  even  to  man- 
age them. 

And  I  think  efforts  have  been  made  to  manage  them.  The  prob- 
lem— nobody  can  say  that  it  is  solved  or  even  on  the  way  to  solu- 
tion. And  I  guess  the  only  disagreement — I  mean  everybody  agrees 
on  the  generalities.  The  problem  is  doing  the  hard  work.  The  only 
disagreement  that  I  would  have  with  Joe,  I  suppose,  in  his  most 
recent  statement,  is  that  where  it  helpful  and  important  that  we 
be  cooperative  with  other  governments  in  the  hemisphere  and  that 
we  try  to  be  cooperative  with  governments,  you  know  there  are 
some  times  when  we  just  have  to  do  certain  things  ourselves  and 
have  to  have  our  own  policy  if  that  becomes  necessary.  Now,  I  don't 
want  to  puff  that  out  of  proportion  and  say  that  we  should  be  barg- 
ing in  and  so  on  and  so  forth.  But  let's  face  it,  there  are  some  coun- 
tries and  some  governments  that  don't  perform  for  reasons  that  we 
can  readily  foresee  and  then  something  has  to  be  done  by  ourselves 
alone. 

Mr.  Oilman.  Thank  you.  Mr.  Hakim,  would  you  have  anything 
to  add? 

DRUG  WAR  OVERSEAS 

Mr.  Hakim.  I  think  we  have  had  this  conversation  before,  Mr. 
Oilman.  Let  me  just  focus  on  one  part  of  it,  the  drug  war  overseas. 
I  have  gone  through  a  lot  of  the  studies  that  have  been  produced 
by  the  GAG,  by  private  individuals  and  by  different  agencies  of  the 
IJ.S.  Government.  Every  one  of  them  point  to  one  single  conclusion, 
that  almost  everything  we  do  overseas  has  very  little  if  any,  impact 
on  our  problem  back  home.  I  am  not  talking  about  sort  of  posturing 
of  U.S.  officials  who  are  claiming  success,  but  I  am  saying  that  the 
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actual  studies  of  trying  to  measure  what  we  do  in  northeast  Peru 
and  what  kind  of  enect  it  has  in  northeast  Washington,  dem- 
onstrate virtually  no  connection  whatsoever. 

If  that  is  the  case,  and  I  believe  it  is  because  I  have  not  seen  any 
study  that  has  shown  anything  different  then  it  seems  to  me  that 
one  of  three  conclusions  can  be  drawn.  First  we  are  not  spending 
enough  money  overseas  and  we  ought  to  increase  the  amount  of 
money  a  ^ood  deal  in  order  to  begin  to  have  some  impact.  I  think 
that  that  is  unlikely. 

Second  is  to  say  that  efforts  overseas  are  not  going  to  work  and 
that  we  should  tnerefore  bring  the  money  back  home  and  put  it 
into  treatment  or  law  enforcement. 

Or  third  is  to  say,  Well,  let's  use  that  money  to  help  Peru,  with 
that  money,  deal  with  its  drug  problem.  Let's  help  Colombia  deal 
with  its  drug  problem,  not  only  the  way  drugs  are  affecting  the 
democratic  institutions  in  that  country,  but  are  also  corrupting 
young  Colombians  and  creating  a  criminal  society.  In  Colombia 
that  may  mean  building  up  stronger  police  forces  to  deal  with  the 
Medellin  cartel.  In  Bolivia  where  the  economy  is  dominated  by 
drugs  it  may  mean  making  a  very  strong  effort  to  help  that  country 
begin  a  systematic  program  of  development. 

Essentially  what  I  am  saying  is  that  if  you  look  at  the  studies 
you  will  see  that  the  money  we  are  now  spending  is  being  wasted. 

Mr.  Oilman.  You  make  a  good  point.  We  have  been  trying  to  do 
some  of  that  of  late,  and  I  hope  we  can  do  a  lot  more  of  what  you 
are  proposing:  trying  to  help  those  countries  that  are  involvea  do 
a  more  effective  enforcement  and  eradication  effort  and  training  ef- 
fort. 

I  want  to  thank  our  panelists  for  their  time.  I  see  my  time  has 
rim  on  this.  Thank  you,  Mr.  Chairman. 

Mr.  TORRICELLI.  [presiding].  Thank  you,  Mr.  Oilman. 

Mr.  Deutsch. 

Mr.  Deutsch.  Thank  you,  Mr.  Chairman. 

ACTIONS  WHICH  WILL  RETURN  CUBA  TO  A  DEMOCRACY 

I  guess  to  go  back  to  a  more  general  question,  and  hopefully  with 
some  specific  answers,  and  a  lot  of  the  questions  I  know  dealt  with 
the  situation  in  Cuba  today,  and  I  guess  the  question  that  I  have 
is  any  suggestions  in  specific  ways  that  the  U.S.  can  take  specific 
action  to  help  bring  down  the  government  in  Cuba  and  return  de- 
mocracy to  that  country.  What  specifically  can  we  take,  proactive 
specific  things  that  we  are  not  doing  today,  that  we  can  be  doing 
to  help  return  democracy  to  Cuba? 

Mr.  Hakim.  Well,  I  guess  if  I  were  the  one  having  to  call  the 
shots  in  this  I  think  the  first  thing  I  would  do  is  begin  talking  with 
the  presidents  of  Mexico,  Venezuela,  Colombia  and  the  prime  min- 
ister of  Spain  to  begin  to  try  and  forge  more  of  a  common  approach 
to  the  Cuban  problem.  Currently,  there  seems  to  be  a  general  ap- 
preciation that  there  needs  to  be  a  change  toward  democracy  in 
Cuba.  Everyone  agrees  that  the  Cuban  situation  is  intolerable.  And 
now  that  there  is  a  chance  to  work  with  other  countries  to  promote 
change,  that  would  be  the  first  thing  I  would  do. 

Secondly  I  would  certainly  open  the  way  for  a  greater  flow  of  peo- 
ple, information  and  ideas  between  the  United  States  and  Cuba. 
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These,  by  the  way,  are  not  my  recommendations  alone.  A  task  force 
of  the  Inter-American  Dialogue  consisting  of  Republicans  and 
Democrats,  people  from  the  United  States  and  from  Latin  America, 
put  these  ideas  together. 

It  is  vital  to  increase  the  flow  of  ideas,  information  and  people. 
While  this  may  at  times  violate  the  embargo,  I  think  small  viola- 
tions of  the  embargo  to  increase  the  flow  of  information  are  a  good 
thing.  I  don't  suggest  we  remove  the  embargo.  Fully,  I  think  that 
it  is  a  bargaining  instrument  that  we  can  use  at  some  later  time. 

Third,  I  think  that  I  would  treat  Cuba  as  more  of  a  humani- 
tarian issue  and  less  of  a  geopolitical  issue.  Cuban  people  are  cur- 
rently suffering  a  great  deal;  they  are  not  eating  well;  they  can't 
get  from  place  to  place;  the  economy  is  virtually  crumbling  around 
them.  At  least  allow  Cuban  American  families  in  this  country 
greater  facility  to  send  food  and  medicines  to  their  relatives  in 
Cuba.  Allow  charitable  organizations  to  send  more  supplies  to 
Cuba,  to  individuals  or  church  groups. 

Those  would  be  three  things  that  I  would  do. 

Mr.  Perry.  A  dialogue  with  Cuba  is  one  thing.  A  dialogue  with 
Fidel  Castro  to  me  is  quite  another.  I  think  it  has  been  the  policy 
of  the  previous  administration  and  I  imagine  it  would  be  the  policy 
of  this  administration  too  that  if  Fidel  Castro  would  promise  free 
elections  he  could  have  something  possibly  resembling  a  dialogue 
with  the  United  States.  But  I  doubt  if  that  will  ever  happen,  and 
therefore  I  sort  of  agree  with  Peter  in  the  tactical  sense  that  you 
want  to  be  consulting  with  the  hemispheric  neighbors.  But  it  is  es- 
sentially to  let  them  know  unless  there  is  fundamental  change  in 
Cuba,  which  is  almost  unimaginable  given  Fidel  Castro's  attitudes, 
that  that  government  is  probably  going  to  fall  someday. 

I  certainly  want — the  word  "intervention"  was  mentioned  pre- 
viously in  this  context.  I  am  not  interested  in  seeing  that,  I  mean 
direct,  forceful  U.S.  intervention,  although  I  fear  that  as  Cuba  dete- 
riorates that  issue  may  come  up.  But  it  should  not  be  a  goal  of 
ours,  direct  intervention. 

The  ideal  solution  from  my  standpoint,  frankly,  would  be  if  some- 
body at  the  second  or  third  level  in  the  Cuban  government  got  the 
idea,  which  I  believe  to  be  correct,  that  you  couldn't  solve  this  prob- 
lem while  Fidel  Castro  was  in  power  and  that  somebody  takes 
some  steps  to  remove  him.  I  am  sure  that  if  the  people  that  did 
that  were  at  least  reasonable,  or  reasonably  reasonable  human 
beings,  then  would  say,  OK,  we  did  it,  we  will  have  elections  9 
months  from  now  or  a  year  from  now,  there  might  be  some  possible 
progress. 

But  again,  I  don't  see  the  point  in  throwing  Fidel  Castro  a  life 
preserver  economically  or  politically  at  this  stage  in  the  cir- 
cumstance of  Cuba. 

Mr.  TORRICELLI.  Mr.  Oberstar. 

Mr.  Oberstar.  Thank  you,  Mr.  Chairman.  I  want  to  compliment 
the  panel  on  their  presentation  of  broad  thought  processes  for  this 
committee  and  for  the  incoming  administration  on  the  issues  of 
Latin  America,  and  I  have  three  questions  that  I  want  to  address 
to  each  of  the  three  panelists.  I  want  to  start  with  Mr.  Tulchin,  and 
I  don't  want  to  be  a  nitpicker.  We  don't  have  time  in  5  minutes  to 
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deal  with  global  problems  and  ones  of  such  vast  significance  as  are 
dealt  with  in  these  papers. 

But  on  Haiti,  a  subject  which  I  have  given  some  large  part  of  34 
years  both  as  a  participant,  as  an  observer,  as  a  student  of  the  area 
or  the  country,  we  need  to  understand  the  past  in  order  fully  to  un- 
derstand the  present  and  form  policies  for  the  future.  I  think  it  is 
a  mistake  to  believe  as  has  crept  into  American  thought  process 
and  history  that  we  invaded  Haiti  in  1915  for  humanitarian  pur- 
poses. We  really  went  in  to  get  there  before  the  Germans. 

And  our  presence  over  the  years  that  followed  was  not  to  teach 
Haitians  democracy,  but  to  establish  order.  We  didn't  teach  Hai- 
tians democracy  when  the  marines  killed  Charlemagne  Poirot  and 
nailed  him  crucifix  style  to  his  mother's  door.  We  didn't  have  a 
democratic  dimension  to  the  marine  presence  in  Haiti.  We  really 
didn't  teach  Haitians  much  about  infrastructure  or  economics  dur- 
ing the  marine  occupation,  and  when  we  pulled  the  marines  out  we 
didn't  have  much  of  a  residue  of  American  influence,  except  paved 
streets,  but  no  understanding  of  how  to  maintain  them. 

I  think  our  role  with  respect  to  Haiti  has  been  pitiful.  Haiti,  as 
you  said,  will  establish  democracy  when  the  Haitians  want  democ- 
racy. They  have  wanted  democracy.  They  just  have  not  had  a  good 
example  either  from  the  French  or  from  the  Americans  or  from 
their  neighbors  throughout  the  Caribbean  or  Central  or  South 
America. 

I  won't  prolong  that.  Haiti  is  extraordinarily  complex.  Perhaps  it 
can  best  be  summed  up  by  the  Haitian  Creole  expression  that  de- 
scribes the  country:  behind  the  mountains  are  more  mountains, 
and  behind  the  problems  are  more  problems. 

MUTILATERAL  MECHANISMS  IN  DEALING  WITH  LATIN  AMERICA 

You  said  earlier  that  if  you  would  leave  one  single  idea  with  the 
committee  it  would  be  that  we  act  in  concert  with  other  nations  in 
the  hemisphere  in  dealing  with  the  problems  of  the  hemisphere.  I 
couldn't  agree  with  you  more.  And  you  suggest  multilateral  institu- 
tions, instruments  and  mechanisms.  Which  are  the  multilateral 
mechanisms  that  you  recommend,  and  what  can  we  do  to  be  more 
effective  working  within  such  multilateral  mechanisms? 

Mr.  TULCHIN.  A  variety  of  them  exist  now.  Others,  as  I  sug- 
gested, could  be  created  in  ad  hoc  fashion.  Those  that  exist  now, 
ironically,  for  the  most  part — I  am  not  talking  about  the  OAS,  I  am 
talking  about  the  Group  of  Rio,  the  Group  of  Eight,  Group  of  3,  and 
so  on — owe  their  existence  in  part,  if  not  entirely,  to  an  effort  and 
desire  on  the  part  of  the  Latins  forming  those  organizations  to  pro- 
tect themselves  as  they  see  it  from  the  United  States.  Each  of  them 
has  in  their  germ  of  initiation  not  an  anti-American  purpose,  but 
a  desire  to  protect  ourselves  against  the  United  States  by  joining 
forces.  And,  in  each  case,  though  none  of  them  is  perfect,  each  of 
these  instruments  has  had  some  effect. 

Mv  argument  is  that  we  should  turn  those  instruments  to  our 
good  use  in  the  United  States  and  create  others.  They  should  be- 
come instruments  in  which  we  participate,  not  that  we  set  our- 
selves against  them. 

The  OAS  because  of  its  founding  and  because  of  its  very  nature 
is  an  imperfect  instrument,  as  I  said  a  moment  ago,  and  will  take 
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years  to  reform.  There  are  people  from  Latin  America  working  very 
nard,  and  I  think  with  good  effect,  to  reform  and  strengthen  the 
OAS.  I  don't  think  it  will  happen  overnight,  and  it  would  be  unreal- 
istic and  raise  unrealistic  expectations  in  this  country  if  we  were 
to  say  we  are  going  to  do  everything  through  the  OAS.  It  won't 
happen. 

Mr.  Oberstar.  Was  one  of  the  good  turns  in  policy  in  this  con- 
cept of  working  with  or  through  other  forces  and  leaders  in  the  re- 
gion, resolution  of  problems  in  Nicaragua  by  having  the  president 
of  Costa  Rica  be  the  author  of  and  be  the  initiator  of  a  peace  pro- 
posal. Is  that  the  kind  of  thing  that  you  are  thinking  of?  That  the 
United  States  participates  but  seeks  out  a  thinker,  a  leader,  an 
initiator,  and  lets  that  person  take  the  lead? 

Mr.  TULCHIN.  I  did  refer  earlier  to  the  Esquipulas  process  as 
being  an  example  of  an  ad  hoc  group  brought  together  by  perceived 
interests  of  the  participants  moving  toward  a  commonly  defined 
goal  in  which,  I  might  add,  Mr.  Arias  brought  people  to  the  table 
with  whom  he  had  very  serious  disagreements 

Mr.  Oberstar.  Yes. 

Mr.  TULCHEN  [continuing].  — and  continued  throughout  the  proc- 
ess to  disagree  publicly  on  other  issues.  They  defined  their  common 
goal  and  they  worked  toward  it.  It  wasn't  a  perfect  resolution,  I 
might  add,  and  we  have  talked  here  about  the  difficulties  in  Nica- 
ragua. But  it  seems  to  me  that  that  is  an  excellent  example  of  what 
I  am  trying  to  get  at. 

So  long  as  it  was  a  bilateral  problem  with  the  United  States  sup- 
porting the  contras,  the  Nicaraguan  Sandinistas  dug  in  their  heels, 
and  they  had  either  the  passive  or  the  active  support  of  other  peo- 
ple. 

Mr.  Oberstar.  And  your  advice  to  the  incoming  Clinton  adminis- 
tration would  be  to  use  that  model  or  that  paradigm,  if  you  will? 

Mr.  TuLCHiN.  Use  that  energy. 

NAFTA 

Mr.  Oberstar.  Mr.  Hakim,  you  said  that  the  NAFTA  negotia- 
tions "are  helping  to  open  up  Mexican  politics  in  a  variety  of  ways." 
What  do  you  mean  by  that?  In  what  ways?  In  what  ways  can 
NAFTA  be  used  to  be  a  force  to  democratize  Mexico  further,  end 
the  electoral  fraud,  end  the  human  rights  abuses,  achieve  some  so- 
cial purposes  as  you  are  suggesting?  Could  you  elaborate  on  that 
point? 

Mr.  Hakim.  In  reference  to  the  first  part  of  your  question,  I  think 
the  NAFTA  negotiations  have  created  stronger  relations  between 
nongovernmental  organizations.  For  example,  in  this  country  we 
see  groups  cooperating  on  environmental  issues,  on  human  rights 
issues  that  didn't  exist  before,  and  those  organizations  are  much 
stronger  in  Mexico  now  than  they  ever  have  been  in  the  past.  I 
think  they  are  going  to  play  an  important  role  in  Mexican  politics 
over  time.  This  is  one  example  of  the  impact  the  NAFTA  negotia- 
tions have. 

I  think  the  Mexican  government  to  take  a  number  of  steps,  in- 
cluding just  recently  appointing  as  attorney  general  of  the  country 
a  respected  person  who  headed  up  the  government's  human  rights' 
group  in  Mexico.  That  is  all  to  the  good. 
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I  don't  think,  however,  we  should  necessarily  think  that  we  can 
accomplish  all  of  our  goals  with  regard  to  our  relations  with  Mexico 
through  NAFTA.  In  other  words,  regardless  of  the  faith  of  NAFTA, 
let  me  say  this,  we  ought  to  be  pressing  Mexico,  and  we  ought  to 
try  and  get  other  countries  to  press  Mexico  to  end  the  electoral 
fraud,  to  reduce  human  rights  aouses,  and  to  open  up  its  political 
system.  These  are  not  issues  that  were  invented  because  NAFTA 
occurred,  and  NAFTA  will  not  solve  them  all.  These  are  continuing 
problems  that  ought  to  be  addressed,  that  should  have  been  ad- 
dressed more  straightforwardly  before,  and  if  NAFTA  or  other 
kinds  of  relations  with  Mexico  do  not  work,  there  is  going  to  have 
to  be  continuing  change.  In  other  words,  NAFTA  is  only  really  the 
beginning  of  a  long-term  process  of  cooperation,  and  for  that  co- 
operation to  work,  Mexico  is  going  to  have  to  move  toward  a  more 
open  political  system  and  toward  more  respect  for  human  rights. 

NEW  AGE  SECURITY  ISSUES 

Mr.  Oberstar.  Thank  you.  That  is  very  helpful. 

Mr.  Chairman,  if  I  may  ask  Mr.  Perry  if  he  would  elaborate  on 
what  he  means  by  New  Age  security  issues.  It  is  a  fascinating  con- 
cept. 

Mr.  Perry.  Well,  I  mean,  you  know,  we  talked  in  the  initial  pres- 
entation there  was  a  time  when  the  axis  powers  during  the  second 
world  war,  the  Soviet  Union  during  the  cold  war  provided  a  fairly 
clear  threat.  I  mean  it  was  an  integrated  worldwide  threat  to  the 
United  States  and  to  its  institutions  and  to  its  belief  patterns.  We 
don't  really  have  that  anymore.  There  are  security  issues  out 
there — Somalia,  and  Iraq,  and  Croatia,  and  indeed  in  Latin  Amer- 
ica— but  they  are  not  the  same  kind  of  thing  as  the  overwhelming, 
compelling  thing  which  would  indicate  to  almost  anybody  more  or 
less  what  has  to  be  done. 

What  we  are  dealing  with  is,  I  think,  the  need  to — when  we  don't 
have  that  kind  of  threats,  we  are  looking  more  at  opportunities  to 
do  something  for  ourselves,  and  revitalize  and  protect  and  preserve 
American  institutions  and  put  this  country  in  the  most  possible — 
in  the  best  possible  competitive  position  to  go  into  a  new  age,  the 
requirements  of  which  we  really  can't  foresee. 

In  the  security  realm  I  think  that,  you  know,  the  obvious  East- 
West  imperative  is  virtually  nonexistent  under  present  cir- 
cumstances, and  we  are  talking  about  a  lot  of — New  Age  security 
issues  tend  to  be  ones  that  affect — that  are  security  issues  in  the 
sense  that  Iraq  was  a  security  issue,  but  also  we  are  talking  about 
issues  that  affect  our  society  and  our  economy.  We  are  going  to 
have  to  have,  I  suspect,  a  much  more  broad  definition  of  security, 
not  just  the  threat  of  external  missile  attack  or  something  like 
that,  which  was  a  pretty  limited  definition  of  security  even  for  the 
cold  war,  and  it  is  clearly  not  much  applicable  now,  unless  the  situ- 
ation in  the  Soviet,  or  what  used  to  be  the  Soviet  Union 
redeteriorates  in  some  fashion. 

We  are  talking  about  how  immigration  affects  this  country's 
govemability  and  the  resources  it  has  to  deal  with  its  own  social 
problems.  We  are  talking  about  the  environment.  We  are  talking 
about,  I  would  say  even  economic  issues  in  some  sense.  You  know, 
very  consistent,  I  suspect,  with  President  Clinton's  ideas  about  put- 
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ting  the  domestic  questions  first.  A  lot  of  these  security  issues  have 
domestic  implications.  They  are  tied  together,  and  I  guess  that  is 
what  I  mean  to  express,  the  old  agenda.  We  have  a  long  agenda. 
I  mean  I  don't  want  to  deprecate  it  or  deni^ate  in  any  way.  There 
are  probably  14  or  15  major  security  issues  in  Latin  America. 

Mr.  Oberstar.  In  short,  the  specter  of  communism  that  domi- 
nated the  U.S.  view  or  policy  in  the  hemisphere  is  no  longer  the 
fear  that  it  was,  if  ever  it  was  a  real  fear,  and  that  we  ought  to 
focus  on  these  items  that  you  delineated.  That  is  very  clear,  and 
I  appreciate  your  elaboration.  Thank  you. 

Thank  you,  Mr.  Chairman. 

NAFTA 

Chairman  Hamilton.  Thank  you,  Mr.  Oberstar. 

I  understand  there  may  have  been  some  questions  about  NAFTA 
asked.  I  wanted  to  follow  up  on  those  a  little  bit  with  you. 

Let's  suppose  we  reject  NAFTA,  just  vote  it  down,  what  happens? 

Mr.  Hakim.  I  tried  to  answer  it  in  my  testimony  very  briefly.  The 
first  victim  would  be  U.S. -Mexico  relations;  in  other  words,  the 
Mexicans  have  been  negotiating  with  the  U.S.  for  the  past  2  years 
and  they  currently  have  an  agreement  signed  by  the  President  of 
Mexico,  the  President  of  the  United  States,  and  the  Prime  Minister 
of  Canada.  They  have  made  lots  of  concessions  on  this  agn^eement 
and  it  has  become  a  core  issue  in  Mexican  politics.  Old  wounds  can 
heal,  but  I  think  U.S. -Mexican  relations  would  be  severely  wound- 
ed, and  we  should  remember  that  Mexico  is  far  and  away  our  most 
important  bilateral  relationship  in  the  hemisphere.  In  fact,  I  would 
say  it  is  only 

Chairman  Hamilton.  What  does  it  mean  to  say  the  relationship 
is  wounded  severely?  What  does  that  mean?  Spell  that  out  for  me. 

Mr.  Hakim.  We  need  Mexico's  cooperation  and  Mexico  needs  our 
cooperation  on  a  whole  range  of  issues.  The  economic  integration 
between  the  United  States  and  Mexico 

Chairman  Hamilton.  Let's  talk  specifics.  We  turn  down  NAFTA, 
a  serious  rupture  in  the  Mexican  relationship.  So  what? 

CONSEQUENCES  OF  REJECTING  NAFTA 

Mr.  Hakim.  You  would  again  have  U.S.,  or  Mexican-U.S.  rela- 
tions coming  to  the  fore  as  the  central  issue  in  Mexican  politics.  In 
other  words,  Mexican  elections  or  in  PRI  party,  the  relations  with 
Mexico,  you  begin  to  have  a  set  of  leaders  that  would  come  to  the 
fore  that  would  certainly  have  more  anti-American  views  than  you 
have  now.  In  other  words,  that  issue  would  become  the  central — 
over  the  past  few  years  we  have  begun  to  develop  a  really  healthv 
cooperation.  There  is  no  longer  shooting  charges  back  and  fortn 
across  the  border.  Political  gains  are  not  won  in  Mexico  now  by 
anti-Americanism. 

We  don't  need  anti-Americanism  in  a  country  with  which  we 
share  a  2000-mile  border.  We  are  cooperating  on  a  wide  range  of 
issues.  With  no  other  country  are  we  so  intensely  cooperating  on 
the  drug  issue,  or  on  migration  issues.  The  economies  of  the  United 
States  and  Mexico  are  intertwined.  We  don't  want  a  government  in 
Mexico  that  will  suddenly  put  new  tariffs  on  U.S.  goods  to  Mexico 
or  one  that  will  ban  certain  U.S.  products  from  Mexico.  We  are  be- 
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ginning  to  develop  a  degree  of  cooperation  that  matches  the  degree 
of  importance  the  two  countries  have  with  one  another,  and  I  think 
that  that  would  be  interrupted  and  you  would  get  different  kind  of 
leadership  in  Mexico, 

Mr.  Perry.  I  guess  I  can  try  to  do  it  quicker,  in  three  categories. 
One  is  the  pattern  of  U.S. -Mexican  relations.  You  would  get  a  heck 
of  a  lot  less  cooperation  out  of  the  Mexicans  on  other  issues.  I  mean 
it  would  be  a  real  slap  in  the  face. 

The  second  is  how  would  the  effect  be  inside  of  Mexico.  I  think 
you  would  really  serve  to  discredit  the  economic  and  political  liber- 
alization process  that  has  been  going  on  in  Mexico.  I  am  not  sure 
the  Salinas  himself  would  abandon  liberalism,  and  to  the  extent 
that  it  is  bringing  a  little  bit  of  prosperity  to  Mexico,  it  might  hang 
around.  But  it  would  certainly  discredit  that  move  toward  economic 
liberalism  and  growth  on  one  side  and  toward  political,  continued 
political  opening  in  Mexico,  which  would  have  certain  political  con- 
sequence to  the  U.S. 

Finally,  I  mean  you  would  kill  the  Enterprise  for  the  Americas 
initiative  right  off  at  the  root.  I  mean  you  just  forget  the  rest  of 
the  hemisphere.  Nobody  would  bother  to  go  through  negotiations 
with  us  for  future  hemispheric  trade  arrangements.  And,  as  you 
can  tell  by  my  commentary,  I  think  it  is  very  important  for  the 
U.S.  in  the  context  of  keeping  an  eye  on  its  competitive  position  in 
the  global  environment  to  be  engaged  in  this  effort,  to  work  with 
the  Latin  American  countries  to  improve  our  mutual  competitive- 
ness in  the  future. 

Mr.  TULCHIN.  Mr.  Chairman,  there  was  something  I  read  into 
your  question.  Forgive  me  if  I  have  erred,  but  I  think  you  have 
raised  a  very  interesting  point.  NAFTA  per  se  is  not  critical.  What 
is  critical  is  that  it  represents  an  extremely  important  development 
both  in  the  United  States  as  well  as  in  the  other  nations  of  the 
hemisphere  including  Mexico,  and  that  is  a  trend  toward  expand- 
ing international  trade.  We  have  gone  a  long  way  down  that  road. 
We  have  got  a  lot  invested  in  GATT.  We  have  got  a  lot  of  concern 
with  our  own  competitiveness  in  the  international  system. 

What  has  happened  over  the  last  decade  to  a  great  degree, 
thanks  to  or  because  of  pressures  from  the  U.S.  Treasury  as  well 
as  the  international  lending  agencies,  virtually  every  country  in  the 
hemisphere,  including  Mexico,  has  made  radical  changes  in  the 
way  in  which  the  state  operates  and  the  way  in  which  the  public 
and  private  sectors  relate  to  one  another.  They  have  gone  through 
significant  economic  restructuring  programs,  some  times  at  great 
sacrifice  to  their  peoples:  as  shown  by  bread  riots  in  Caracas  and 
an  attempted  military  coup  in  Venezuela,  directed  related  to  the 
difficulties  suffered  by  the  people  there. 

If  we  are  going  to  turn  back  NAFTA,  it  must  be  done,  I  would 
argue,  accompanied  by  a  statement  by  the  current  administration 
that  it  is  the  form  of  the  treaty,  to  which  we  object  not  the  idea 
and  the  substance  of  expanding  trade  with  Latin  America,  and  that 
the  sacrifice  that  has  been  made  over  and  over  again  in  almost 
every  country  in  the  region,  but  Argentina,  Chile,  are  very  impor- 
tant cases,  that  we  do  support  those  efforts  at  reform,  and  we  are 
going  to  support  them  by  expanding  our  trade  with  them  and  doing 
business  with  them. 
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PRESIDENT  CLINTON'S  POLICY  TOWARD  NAFTA 

Chairman  Hamilton.  Let  me  ask  you  this.  President  Clinton — 
if  I  understand  his  position — ^has  said  that  he  wants  to  negotiate 
some  parallel  agreements  over  here  with  regard  to  the  protection 
of  American  workers'  rights  and  with  regard  to  vigorous  enforce- 
ment of  the  environment.  Is  that  a  good  policy? 

Mr.  Hakim.  I  personally  think  it  is  a  very  good  policy. 

Chairman  Hamilton.  Are  we  going  to  be  able  to  negotiate  those 
agreements  fairly  easily? 

Mr,  Hakim.  From  what  I  understand  the  president  of  Mexico  has 
agreed  to  proceed  in  this  direction.  It  is  not  clear  precisely  what 
the  Clinton  administration  is  going  to  be  demanding.  But  I  think 
this  is  crucial  to  gain  a  consensus  here  about  NAFTA.  If  there  is 
not  strong  U.S.  public  support  and  congressional  support  for  these 
agreements,  they  are  not  going  to  work  over  the  long  run  in  any 
event. 

Chairman  Hamilton.  Would  you  add  anything  else  to  the  list? 

Mr.  Hakim.  I  would  not  add  anything  else.  I  think  those  are  the 
two  crucial  issues,  and  part  of  it  is  U.S.  legislation  in  itself,  how 
we  treat  our  own  workers. 

Chairman  Hamilton.  So  it  is  your  expectation  those  two  agree- 
ments will  not  hold  up  NAFTA  and  will,  in  fact,  strengthen  it? 

Mr.  Hakim.  I  believe  both  of  those  to  be  true.  I  can't  be  sure  until 
I  see  precisely  where  the  Clinton  administration  starts  its  negotia- 
tions. 

Chairman  Hamilton.  Do  the  others  agree  on  that? 

Mr.  TULCHIN.  In  putting  forward  those  amendments,  if  they  are 
to  be  amendments,  or  suggestions,  I  would  argue  only  that  the  ad- 
ministration should  make  it  perfectly  clear  that  its  commitment  to 
Mexico  and  to  the  other  nations  in  the  hemisphere  in  the  long  run 
is  for  an  expanded  economic  partnership.  But  I  would  not  make  it 
hostage  to  these  as  if  they  were  bargaining  chips  in  American  do- 
mestic politics  because,  once  again,  the  nations  of  the  hemisphere 
will  ask  why  is  it  that  you  have  asked  us  to  undergo  this  massive 
reform  program  and  then  make  us  pawns  in  a  domestic  political 
game. 

Chairman  Hamilton.  You  all  think  that  NAFTA  is  very  critical 
and  is  kind  of  the  linchpin  of  our  relationships,  not  just  with  Mex- 
ico, but  with  Latin  America;  is  that  correct? 

Mr.  Perry,  Yes. 

Mr.  Tulchin.  Yes,  sir. 

Chairman  Hamilton.  You  are  all  in  agreement  at  that  point. 

Mr.  Perry.  May  I  respond  to  things  they  have  responded  to? 

Chairman  Hamilton.  Oh,  absolutely. 

Mr.  Perry,  I  think  that  the — I  think  we  have  got  a  fair  amount 
out  of  the  Mexicans  in  the  environmental  area,  by  the  way,  in  the 
negotiations,  and  that  most  of  the  labor  stuff  is  domestic — ^is  our 
domestics.  I  mean  what  are  we  talking  here.  We  have  said  mostly 
compensation  of  workers  who  are,  perhaps,  being  displaced  by 
some  of  the  provisions  of  NAFTA.  So,  I  just — although  I  agree  that, 
you  know,  if  the  administration  wants  to  undertake  negotiations  in 
these  areas,  and  I  am  grateful  sort  of  that  President  Clinton  has 
indicated  that  he  wouldn't  reopen  the  negotiations  per  se,  because 
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that  would  be  very  difficult.  I  just  hope  that  they  are  not  used  by 
people  who  don't  want  this  thing  to  go  forward,  to  drag  it  out  to 
such  a  point  or  impose  such  debilitating  and  unrealistic  conditions 
that  they  effectively  deep  six  the  thing. 

EFFECTS  OF  NAFTA  ON  THE  AMERICAN  WORKER 

Chairman  Hamilton.  Is  the  worker  in  America  that  is  going  to 
be  most  hurt  by  this  agreement  the  low-skill,  low-income  worker? 

Mr.  Hakim.  You  know,  I  don't  know  the  details  of  this.  There  are 
going  to  be  workers  that  will  be  hurt;  there  are  going  to  be  workers 
that  will  benefit  from  this.  I  think  that  Bill  Perry  is  right  in  saying 
that  U.S.  labor  opposes  the  NAFTA  primarily  because  of  the  way 
we  have  treated  workers  who  have  suffered  the  loss  of  their  jobs 
when  plants  closed,  whether  those  plants  have  moved  from  Kansas 
to  Kentucky  or  from  Kansas  to  Mexico.  And  I  think  that  the  whole 
set  of  labor  legislation  in  this  country  would  be  a  very  valuable 
contribution  to  assisting  us  in  negotiating  these  agreements. 

Mr.  TULCHIN.  I  think  NAFTA  must  be  understood  as  not  existing 
in  a  vacuum.  Part  of  the  fear  expressed  by  organized  labor  and 
their  supporters  in  the  U.S.  during  the  Bush  administration  was 
that  there  was  very  little  expectation  on  the  part  of  the  American 
worker,  that  is,  organized  workers,  that  the  administration  would 
support  them  and  defend  them  against  the  potential  dangers  of 
plant  closings. 

I  think  the  Clinton  administration  has  made  it  clear  that  it  sees 
that  danger  and  will  deal  with  it,  and  I  think  that  is  extremely  im- 
portant. 

Mr.  Perry.  Well,  I  would  say  that,  you  know,  taking  measures 
that  would  provide  assistance  to  people  who  are  legitimately  dis- 
placed is  important  and  it  is  principally  the  decision  of  the  Con- 
gress and  the  administration.  That  is  something  that  they  have  to 

But  I  think  it  is  also  true  that  every  study  that  has  been  done 
that  I  have  seen  and  had  any  use  for  indicated  a  net  gain  in  jobs 
in  the  U.S..  You  are  probably  right  in  the  sense  that  jobs  where 
wages  was  a  larger  component  as  compared  to  technology  they 
would  probably  tend  to  be  hurt  more.  That  is  understandable.  But 
there  is  an  obvious  net  gain. 

And  the  other  factor  I  think  that  is  sometimes  isn't  appreciated 
is  a  lot  of  these  low-skilled  jobs,  frankly,  are  going  to  leave  the  U.S. 
anyway,  and  you  are  really  not  in  a  position  where  you  can  stop 
it.  All  you  can  do  is  essentially  direct  traffic.  Would  you  rather 
have  these  jobs  in  Mexico  where  70  percent  of  Mexican  exports 
come  from  the  U.S.,  creating  new  jobs  in  the  U.S.,  or  would  you 
rather  have  them  in  Thailand  or  someplace. 

Chairman  Hamilton.  Well,  you  know,  a  politician  gets  a  real  dis- 
connect here.  I  mean  it  is  pretty  hard  to  find  somebody  in  Wash- 
ington who  is  opposed  to  NAFTA.  If  you  go  with  me  to  a  plant  gate 
in  southern  Indiana,  and  shake  hands  with  the  workers  in  the 
morning  as  they  go  in,  one  out  of  four  of  them  will  fire  at  me:  vote 
against  NAFTA,  they  are  going  to  take  my  job  away.  I  mean  it  is 
a  very  big  thing  with  them. 

Mr.  Hakim.  Global  economic  change  is  frightening  workers 
throughout  the  world  as  well.  Some  of  the  changes  have  very  little 
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to  do  with  NAFTA  that  are  occurring  in  the  global  environment  in 
any  event. 

EFFECTS  OF  NAFTA  ON  CARIBBEAN  COUNTRIES 

Chairman  Hamilton.  What  about  the  Caribbean  countries?  They 
are  pretty  nervous  about  NAFTA,  aren't  they?  Is  it  a  genuine  con- 
cern they  have  got?  And  if  it  is,  what  do  we  need  to  do  to  accommo- 
date it? 

Mr.  Perry.  Well,  there  is  obviously  the  fact  that  they  will  be  los- 
ing the  comparative  advantage  that  they  had  through  the  1980's. 
That  is  to  say,  they  were  largely  extended  one-way  free  trade  pref- 
erence through  the  Caribbean  Basin  Initiative  in  1983  and  the  per- 
fecting amendments  that  went  onto  that.  When  you  start  taking  on 
other  countries,  bigger  countries  like  Mexico  into  a  free  trade  area, 
those  countries  lose  their  comparative  advantage,  and  I  can  see 
why  they  would  be  nervous.  If  they  lose  that  competitive  advan- 
tage, then  their  higher  transportation  costs  and  so  on  and  so  forth 
will  be 

Chairman  Hamilton.  May  I  interrupt  just  to  say  that  I  see  leav- 
ing the  room  at  the  moment  is  Dr.  Pane,  who  is  the  chairman  of 
the  Foreign  Affairs  Committee,  the  Czech  Republic,  and  I  just  want 
to  acknowledge  his  presence  and  tell  him  we  are  very,  very  pleased 
that  he  dropped  in  to  visit  us.  I  am  sorry  we  don't  have  time  to 
visit  with  him.  But  we  are  delighted  to  have  you,  sir. 

I  am  sorry  to  interrupt  you. 

Mr.  Perry.  The  Jamaican  ambassador  was  at  a  conference  I  was 
at  last  weekend  pushing  the  idea  that  any  advantage  to  Mexico 
over  and  above  CBI  advantages  that  are  conceded  to  Mexico  should 
then  immediately  be  conceded  to  the  Caribbean  countries. 

Some  temporary  remedial  measures  might  be  needed  with  the 
Caribbean  country,  but,  of  course,  the  real  problem  is  that  these 
countries  have  not  integrated  sufficiently  to  comprise  an  effective 
economic  unit,  nor  in  many  cases  have  they  gone  ahead  with  the 
reforms  as  far  and  as  fast  as  other  parts  of  the  hemisphere.  So  we 
have  got  to  find  a  way,  I  think,  that  helps  them  out  a  little  bit  be- 
cause they  are  in  a  unique  and  difficult  spot  but,  on  the  other 
hand,  doesn't  encourage  them  to  continue  to  depend  upon  U.S.,  sort 
of  preferential  largesse,  because  that  is  going  to  be  gone  in  the  long 
run. 

PANAMA 

Chairman  Hamilton.  Before  turning  to  Mr.  Torricelli  again,  I 
would  just  like  you  to  take  a  shot  at  Panama.  What  should  we  do? 

Mr.  Hakim.  Let  me  try  to  answer  that.  That  was  the  one  issue 
that  I  neglected  to  include  as  one  of  these  old  issues  that  doesn't 
go  away. 

The  fact  is  that  Panama  should  concern  us  for  two  reasons.  One 
is  that  the  institutions  of  democracy  are  really  not  sort  of  taking 
hold  and  working  the  way  we  had  hoped  they  would.  And  secondly, 
we  have  the  problem  of  transferring  the  Panama  Canal  to  Panama 
by  the  end  of  the  century,  with  a  number  of  steps  in  between  that 
have  yet  to  be  taken.  I  am  not  sure  I  can  spell  them  all  out  right 
now. 
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Panama  has  always  presented  a  problem  for  the  U.S.  There  has 
been  a  long  paternal  relationship  with  the  U.S.,  so  Panama  has  not 
always  actea  as  a  totally  sovereign  country.  Very  briefly,  I  think 
the  U.S.  has  to  find  a  way  to  constructively  disengage  from  Pan- 
ama. I  think  that  we  have  been  too  much  involved  in  trying  to 
push  them  in  or  sort  of  guiding  the  re-emergence  of  their  democ- 
racy. They  have  to  learn  to  make  more  choices  on  their  own,  not 
to  turn  to  the  U.S.  for  advice  each  time  they  face  a  difficulty.  They 
have  to  solve  their  own  problems  and  negotiate  among  themselves, 
similar  in  some  ways  to  what  is  going  on  in  Nicaragua. 

I  think  the  case  of  Panama  will  take  time.  The  U.S.  has  an  inter- 
est there,  and  we  probably  will  be  more  involved  than  would  be  de- 
sirable. But  the  thing  is  that  the  Panamanians  have  to  take  more 
decisions.  Although  I  put  more  blame  on  the  Panamanian  govern- 
ment than  the  U.S.  at  present  for  what  has  gone  on  over  the  past 
3  years.  I  think  the  U.S.  has  yielded  too  easily  to  requests  from 
Panama  for  advice  and  for  guidance.  Panama,  in  turn,  has  been  too 
quick  to  seek  our  advice  and  guidance  and  not  manage  their  own 
affairs. 

Mr.  Perry.  While  I  would  agree  with  you  in  theory,  and  it  is  im- 
portant that  Panama  be  made  at  some  point  sort  of  a  more  free- 
standing country  that  doesn't  have  its  proclivity  to  come  to  the  U.S. 
in  quite  frequent  times  of  difficulty.  Unfortunately,  though,  some- 
times things  happen  that  they  can't  themselves  handle,  and  that 
does  impose  certain  requirements  on  the  U.S..  This  happened  dur- 
ing Noriega's  time.  It  was  a  situation  where  this  question  of,  you 
know,  nonintervention  is  fine,  but  what  happens  when  you  are 
dealing  with  a  tyrant  who  is  in  control  of  and  monopoly  of  coercive 
powers  inside  of  a  country? 

I  don't  think  there  is  any  magic  wand  solution.  It  is  one  of  these 
problems  where  we  are  pushing  the  stone  of  Sisyphus  up  the  hill 
a  number  of  times  hoping  that  at  some  point  it  will  stick  and  stay. 
The  particular  case  in  Panama,  of  course,  is  the  canal  treaty.  I 
don't  think  there  is  much  point  in  opening  that  can  of  worms  up 
again. 

But  we  may  want  to  consider  some  of  kind  of  security  arrange- 
ment with  Panama  post  the  year  2000  that  would  secure  our  inter- 
ests and  maybe  given  them  a  little  bit  of  a  better  feeling  about  the 
value  of  our  guarantee  of  their  democracy.  There  is  also  a  case  to 
be  made,  I  suppose,  for  giving  Panama  some  kind  of  privileged  or 
preferential  or  more  immediate  access  to  the  Enterprise  for  the 
Americas  Initiative.  It  is  already  substantially  linked  to  the  U.S. 
in  an  economic  sense  and  would  hardly  cause  any  adjustment  here 
at  all. 

Mr.  TULCHlN.  Mr.  Chairman,  if  I  may,  I  disagree  with  Mr.  Perry. 
I  don't  believe  that  the  imperfections  of  the  democracy  in  Panama 
impose  any  obligation  on  the  U.S..  In  fact,  to  think  that  we  have 
the  obligation  to  act  unilaterally  to  correct  flaws  in  another  coun- 
try's democracy,  whether  they  be  in  Panama,  Nicaragua,  or  wher- 
ever, is  a  serious  mistake,  and  I  think  we  must  wean  ourselves 
away  from  the  hubris  and  arrogance  that  that  implies. 

We  have  not  succeeded,  nor  can  we  succeed,  in  forcing  democracy 
at  the  edge  of  a  bayonet.  The  transition  to  democracy  in  Panama 
is  complicated,  as  Mr.  Hakim  said  a  moment  ago,  by  the  fact  that 
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it  is  not  a  completely  sovereign  nation  yet.  It  is  in  its  earliest 
stages  of  moving  toward  that.  How  can  we  expect  them  to  behave 
in  a  mature  democratic  fashion?  We  have  difficulties  with  tyrants 
in  lots  of  countries.  We  don't  send  in  bombers  and  marines  there. 

Chairman  Hamilton.  Was  Operation  Just  Cause  a  mistake? 

Mr.  TULCHIN.  That  is  a  tough  one.  Seen  in  hindsight,  we  cer- 
tainly haven't  followed  up  on  it,  let  me  say  that.  It  was  conceived 
badly  because  it  had  no  followup  stage.  We  left  it  there.  We  said, 
Hey,  we  got  rid  of  the  bad  guy.  No  followup  chemotherapy.  And  I 
think  that  has  been  a  very  serious  mistake. 

These  countries  can  only  stand  on  their  own  if  they  are  allowed 
to  stand  on  their  own.  If  that  sounds  like  a  childish  tautology,  it 
is  because  it  is  so  simple  we  have  ignored  it  for  75  years. 

Chairman  Hamilton.  Mr.  Torricelli. 

U.S.  POLICY  TOWARD  CUBA 

Mr.  Torricelli.  Thank  you,  Mr.  Chairman.  There  are  so  many 
issues  that  I  think  we  all  would  like  to  address,  but  before  this 
hearing  ends  I  feel  some  need  to  have  the  record  corrected  with  re- 
gard to  American  policy  toward  Cuba  and  actions  taken  by  this 
committee. 

During  this  exchange,  Mr.  Perry,  none  of  my  questions  or  com- 
ments would  be  directed  to  you.  I  assume  that  you  are  sufficiently 
familiar  with  this  committee  of  Congress  to  know  that  if  you  are 
ignored  it  is  the  highest  form  of  compliment. 

Mr.  Perry.  Thank  you,  sir. 

Mr.  Torricelli,  And  from  that  point,  let  me  proceed. 

Mr.  Tulchin  and  Mr.  Hakim. 

Mr.  Tulchin.  You  are  not  now  complimenting  us;  is  that  my  un- 
derstanding? 

Mr.  Torricelli.  Yes.  We  are  now  in  the  second  stage. 

Mr.  Tulchin.  I  see.  Thank  you. 

Mr.  TORRICELLL  You  both  mentioned  points  that  confuse  me.  The 
first,  Mr.  Tulchin,  is  your  point  about  the  use  of  communication 
and  truth  as  a  weapon  and  your  apparent  criticism  of  American 
policy  toward  Cuba  for  the  failure  to  do  so.  Indeed,  that  is  a  foun- 
dation of  both  the  actions  of  this  committee  and  current  American 
policy  toward  Cuba.  We  have  unilaterally  offered  to  Mr.  Castro  to 
restore  the  cable  linking  telephone  communications,  to  enhance  it 
by  increasing  its  capacity,  to  restore  regular  mail  service,  parcel 
post  service,  expand  visas — all  done  unilaterally.  He  will  not  agree 
to  the  telephone  cable  restoration  or  an  expansion  of  service,  and 
is  not  interested  in  restoring  mail  service. 

The  use  of  truth  as  a  weapon  was  a  principal  strategy  of  the 
Cuban  Democracy  Act.  In  truth,  we  offered  it  knowing  that  Mr. 
Castro  would  never  accept  it.  Because  it  is  truth  that  he  fears  the 
most.  Mr.  Jefferson  is  not  the  only  one  to  have  understood  the 
power  of  truth  to  bring  democratic  reform.  Castro  has  also  under- 
stood it,  and  that  is  precisely  why  he  is  denying  it. 

But  the  record  should  be  clear  that  our  failure  to  open  commu- 
nication and  to  use  it  as  a  weapon  to  restore  democracy  has  been 
unilaterally  offered  and  singularly  refused  by  Mr.  Castro,  and  not 
by  the  United  States  Government. 
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And,  if  that  is  true  for  communication,  Mr.  Hakim,  it  is  equally 
true  for  the  humanitarian  side.  Contrary  to  30  years  of  American 
policy  toward  Cuba,  we  have  now  made  provisions  to  expand  the 
donations  of  medicine  and  food,  directly  contrary  to  your  testimony, 
to  make  very  clear  that  our  argument  is  with  the  Castro  govern- 
ment, and  that  while  we  want  to  use  economic  pressure  to  bring 
its  demise,  we  want  to  provide  every  facility  for  donations.  Some 
of  those  donations  in  food  will  be  made  during  the  course  of  this 
year,  beyond  what  has  happened  in  recent  years,  because  of  actions 
of  this  committee. 

Donations  of  medicines  probably  will  not  occur.  But  that  is  not 
because  of  the  United  States  Government.  It  is  because  Mr.  Castro 
will  not  permit  them;  it  is  because  as  has  been  suggested  by  mem- 
bers of  the  committee,  we  have  insisted  on  knowing  the  end  use  of 
those  medicines.  We  insist  on  knowing  that  they  will  not  be  re-ex- 
ported after  their  donation.  But  that  is  because  of  the  policies  of 
Mr.  Castro,  not  the  United  States  Government. 

Our  policy  has  been  clear  and  is,  in  my  judgement,  now  a  settled 
issue.  For  purposes  of  this  hearing,  we  may  be  debating  American 
policy  toward  Cuba,  but  I  consider  now,  until  the  end  of  the  Castro 
government,  this  debate  to  largely  be  settled  within  the  U.S.  It  is 
bipartisan,  it  is  broad,  and  it  is  finished.  That  policy  indeed  envi- 
sions expanded  communication,  humanitarian  donation,  but  also  a 
strengthened  embargo  that  does  not  include  dialogue  with  Mr.  Cas- 
tro or  an  improvement  in  relations  and  reform  under  his  leader- 
ship. 

And  that  may  be  the  most  important  point.  Because,  if  you  will 
permit  me,  I  think  you  are  each  not  listening.  Mr.  Castro  has  had 
every  opportunity  to  reform.  American  policy  has  been  patient  for 
30  years  to  give  him  the  opportunity  to  do  so.  At  some  point  he 
must  be  taken  at  his  own  word.  There  will  be  no  moderation  in  eco- 
nomic policy.  There  will  be  no  change  in  political  rights.  It  is  social- 
ism or  death.  He  has  made  his  choice.  We  have  made  ours.  And 
now  it  is  only  a  question  of  allowing  each  policy  to  come  to  its  ulti- 
mately inevitable  and  logical  conclusions. 

But  I  did  not  want  this  hearing  to  end  without  the  record  being 
clear  that  we  have  used  each  of  the  strategies  you  have  suggested. 
They  are  a  part  of  this  policy,  and  Mr.  Castro,  predictably,  is  allow- 
ing neither  to  be  used. 

Finally,  Mr.  Hakim,  and  Mr.  Tulchin,  what  further  confuses  me 
about  your  testimony  is  that  if  I  understand  you,  Mr.  Hakim,  you 
are  not  against  the  embargo.  You  endorse  the  30-year  concept  of 
the  American  embargo.  What  seems  to  trouble  you  is  that  we  have 
decided  to  make  the  embargo  effective.  While  the  embargo  wasn't 
working,  you  seemed  to  think  it  was  a  good  policy.  Now,  we  have 
decided  we  are  going  to  fill  the  holes  and  make  it  a  policy  that 
works,  and  that  troubles  you.  This  I  don't  understand. 

And  finally,  Mr.  Tulchin,  we  have  all  made  difficult  judgments 
before  about  economic  embargoes,  and  if  war  is  the  ultimate  exten- 
sion of  diplomatic  policy,  it  is  all  of  our  hopes  that  economic  embar- 
goes are  the  step,  the  extension  of  diplomatic  policy  iust  short  to 
avoid  the  ultimate  use  of  force.  That  is  what  has  fed  in  each  in- 
stance to  the  use  of  these  economic  means. 
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I  think  in  Cuba  it  has  been  the  right  poHcy,  just  as  I  think  in 
South  Africa,  in  Rhodesia,  in  Libya,  in  Iraq,  they  have  also  been 
the  right  poHcies.  Does  it  bring  some  suffering?  Of  course.  But,  if 
it  avoids  mihtary  conflict  and  the  ultimate  collision  of  nations,  it 
is  the  right  policy,  and  that  is  why  it  is  being  used  in  this  instance, 
just  as  it  was  used  in  those  instances. 

Of  course  it  brings  some  internal  suffering.  But  what  has  given 
me  the  most  confidence  is  to  see  people  coming  out  of  Cuba,  and, 
in  risk  of  their  own  lives,  people  within  Cuba  writing,  calling,  visit- 
ing, and  on  the  public  record  making  clear  that  they  embrace  this 
policy,  although  they  are  suffering  the  most,  because  it  is  the  only 
means  short  of  military  struggle  to  bring  about  fundamental  politi- 
cal change. 

I  would  invite  vour  comments,  but  wanted  the  record  to  be  very 
clear  with  regard  to  our  intentions  and  why  we  have  taken  these 
steps. 

Mr.  Hakim.  Well,  let  me  just  make  three  quick  comments.  One, 
I  hope  no  policy  is  terminal  in  this  country.  I  hope  every  policy  re- 
mains open  for  debate,  whatever  the  measure  of  support  or  non- 
support  at  any  given  time.  I  hope  that  you  didn't  mean  that  when 
you  said  this  policy  is  finished,  it  stays  in  place  and  no  more  de- 
bate. 

Secondly 

Mr.  TORRICELLI.  Well,  Mr.  Hakim,  I  couldn't  have  been  inter- 
preted as  having  meant  that  since  in  no  way  did  I  say  it. 

Mr.  Hakim.  Well,  let's  look  at  the  record,  Mr.  Torricelli. 

Mr.  Torricelli.  Well,  all  right.  We  will  look  at  it  right  now.  I 
said  that  the  American  policy  is  settled.  If  you  would  like  to  have 
it  read  back,  I  don't  think  you  will  see  at  any  point  I  said  that  it 
shouldn't  be  debated.  Woula  you  like  to  have  it  read  back? 

Mr.  Hakim.  Well,  I  understand  settled  means  finished,  termi- 
nated, that  is  the  way  it  is  going  to  be. 

Mr.  Torricelli.  In  my  judgment  the  policy  is  settled.  I  did  not 
imply  that  we  should  not  debate  it. 

Mr.  Hakim.  If  you  say  that  is  the  way  it  should  be,  that  is  fine. 
If  you  say  that  is  the  way  it  is  going  to  be,  I  think  that  that  implies 
that  there  should  be  no  more  debate  on  it. 

Mr.  Torricelli.  Well,  I  won't  take  the  time  to  poll.  I  guess  you 
are  the  only  person  in  the  room  who  believes  that  because  there 
is  a  settled  Ajnerican  policy  it  shouldn't  be  debated.  Go  ahead  to 
your  next  point. 

Mr.  Hakim.  Every  American  policy  once  it  is  announced  is  settled 
for  the  time,  and  then  we  are  going  to  open  it  up  for  debate  if  we 
disagree  with  it. 

Secondly,  I  hope,  as  much  as  you,  maybe  more,  that  Fidel  Cas- 
tro's regime  in  Cuba  is  ended.  You  say  that  I  am  upset  because  the 
embargo  is  going  to  be  made  effective.  An  effective  embargo  would, 
in  fact,  accomplish  the  end  of  the  Castro  regime.  I  am  by  no  means 
sure  that  the  embargo  will  accomplish  this.  In  other  words,  the  em- 
bargo has  been  made  tighter.  I  am  not  sure  that  this  makes  it  more 
effective. 

The  third  point  I  wanted  to  make,  Mr.  Torricelli,  is  that  I  under- 
stand your  point  of  view.  I  understand  perfectly  well,  and  it  is  a 
very  rational  point  of  view,  that  the  Fidel  Castro  regime  is  stran- 
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gling  Cuba,  that  the  way  to  help  Cuba  is  to  try  and  get  rid  of  the 
Fidel  Castro  regime.  I  understand  that  perfectly  well,  and  we  ought 
to  use  the  instruments  available. 

But  I  think  you  can  also  understand  my  point,  if  you  read  it 
closely  and  carefully,  that  there  is  more  than  one  way  to  create  £ind 
promote  change,  and  that  in  fact,  I  don't  know  which  way  is  likely 
to  cause  change  in  Cuba.  Thirty  years  of  an  embargo,  30  years  of 
squeezing  Fidel  has  not  caused  the  change.  I  don't  know.  Maybe 
you  are  right.  I  will  gprant  you  that  you  could  possibly  be  right  and 
that  toughening  the  embargo  will  cause  change  to  occur  in  Cuba. 
I  am  not  sure  of  that.  I  am  not  sure  if  what  I  am  proposing  will 
bring  about  that  change.  What  I  am  saying  is  that  if  I  don't  know 
the  ultimate  outcome  of  two  paths,  I  want  to  choose  the  path  that 
at  least  advances  humanitarian  values  on  one  point  and  allows  us 
to  work  with  some  of  our  closest  allies  on  the  other  point. 

That  is  my  central  point.  I  understand  your  point  perfectly  well. 

Mr.  ToRRiCELLi.  But  let  me  suggest  to  you 

Mr.  Hakim.  I  think  you  have  a  very  logical  argument.  But  I 
think  that  those  people  who  disagree  with  you  also  have  a  logical 
argument,  and  we  can  understand  both  sides  of  it. 

Mr.  TORRICELLI.  For  those  who  disagree  with  us,  let  us  make 
clear  we  are  not  ceding  the  humanitarian  point.  I  do  not  believe 
there  is  anything  humanitarian  about  continuing  an  embargo 
which  was  ineffective,  not  bringing  about  an  end  of  the  Castro  re- 
gime. A  policy  which  would  give  Castro  another  10  years  of  power 
in  no  way  can  be  part  of  a  humanitarian  strategy  for  Cuba.  It 
might  in  the  near  term  deliver  some  food  and  increase  the  stand- 
ard of  living,  but  it  would  promise  only  more  repression,  and  there- 
fore by  definition  is  anything  but  humanitarian. 

Let  me  also  suggest  to  you  for  our  future  discourse  on  this  issue, 
we  define  our  terms;  we  are  not  in  the  30th  year  of  the  American 
embargo  against  Cuba.  We  are  in  the  third  month  of  the  American 
embargo  against  Cuba.  As  long  as  there  was  a  $4  billion  Soviet  aid 
program  to  Cuba,  there  was  never  a  chance  that  an  American  em- 
bargo was  going  to  succeed. 

Like  you,  I  do  not  know  whether  ultimately  this  will  bring  suc- 
cess: an  end  to  the  Castro  government.  My  every  instinct,  intel- 
ligence agencies  of  this  government,  and  analysts  that  I  respect  all 
believe  that  it  will.  We  nave  made  a  choice,  a  judgment,  but  there 
are,  of  course,  no  guarantees.  Like  you,  we  want  that  change.  This 
is  the  best  opportunity  available  to  bring  it  in  the  near  future. 

When  I  said  we  had  a  settled  judgment,  it  is  simply  because,  in 
my  opinion,  we  have  tried  everything  else.  I  served  in  the  Carter 
administration  when  communications  were  sent,  envoys  were  dis- 
patched, alternatives  were  explored.  We  have  spent  30  years  trying 
every  other  approach.  Now,  we  are  on  the  final  approach,  and  that 
is  that  we  are  not  going  to  allow  the  Cuban  people  to  lose  another 
decade  under  the  Castro  government. 

Will  we  debate  it?  Of  course.  No  one  is  suggesting  we  shouldn't 
debate  it.  But  let  it  be  very  clear — since  Mr.  Castro  seems  to  watch 
our  actions  and  listen  to  our  words  very  closely  in  this  room,  if  not 
in  this  institution — within  the  institution,  within  the  U.S.  Govern- 
ment this  is  no  longer  being  debated.  We  are  on  automatic  pilot  to 
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the  end  of  the  Castro  regime.  That  is  what  I  was  trying  to  suggest 
to  you. 

Mr.  Hakim.  Then  we  spent  a  lot  of  wasted  time  at  the  hearing. 

Mr.  TORRICELLI.  No.  We  found  it  entertaining. 

Mr.  Tulchin. 

RESTRICTIONS  ON  VISAS  OF  AMERICAS  TRAVELING  TO  CUBA 

Mr.  TULCHIN.  May  I?  I  don't  want  to  interrupt  this  dialogue,  but 
I  just  have  one  point.  Do  I  understand  you,  sir,  to  support  eliminat- 
ing the  restrictions  on  visas  of  Americans  traveling  to  Cuba? 

Mr.  TORRICELU.  No.  In  our  legislation  and  I  believe  you  will  see 
when  the  regulations  are  written  we  have  provided  some  more  op- 
portunity for  people  to  visit  Cuba.  The  philosophy  has  been  simply 
this:  any  American  that  wants  to  go  to  Cuba  in  pursuit  of  human 
rights,  in  democracy,  with  the  idea  of  making  a  contribution  to  the 
debate  through  academic  or  other  means,  I  fully  want  to  provide 
the  opportunity  for  them  to  visit  Cuba.  Anyone  who  will  provide  a 
problem  by  speaking  to  the  truth,  to  use  your  own  words,  should 
be  given  not  only  a  chance  but  an  open  invitation. 

Tnat  does  not  mean  that  we  will  open  the  visa  requirements  to 
include  people  who  want  to  make  investment  or  otherwise  con- 
tradict the  intentions  of  the  embargo. 

Mr.  Tulchin.  Well,  I  think  the  greatest  instrument  of  American 
democracy  is  Joe  Citizen  from  Peoria.  Why  not  let  him  or  her  go? 
Why  not  let  them  go  and  visit?  If  the  debate  is  about  the  absence 
of  democracy,  repression  and  a  dictatorial  regime,  and  the  issue 
under  discussion  is  the  fact,  or  the  perception  of  whether  the 
Cuban  people  do  or  do  not  support  that  regime  because  it  is  so  re- 
pressive and  anti-democratic,  bring  in  60  people  and  tell  them  how 
good  McDonald's  are.  That  will  break  down  the  administration 
completely.  How  could  Castro  withstand  that? 

Mr.  TORRICELLI.  If  we  could  do  that  without  thousands  of  Ameri- 
cans arriving  and  spending  hundreds,  if  not  thousands,  of  dollars, 
which  Mr.  Castro  then  uses  to  purchase  the  weapons  and  the  goods 
that  maintain  his  regime,  we  would  do  so. 

Mr.  Tulchin.  My  argument  is  the  message  of  American  democ- 
racy is  infinitely  more  powerful  than  the  few  dollars  that  might  be 
spent  there.  It  wasn't  our  dollars  that  destroyed  the  Soviet  Union 
finally.  It  was  the  value  of  our  system  and  our  ideals. 

Mr.  TORRICELLI.  Indeed,  as  in  the  case  with  Eastern  Europe,  we 
employed  both.  We  denied  the  technology  and  some  of  the  economic 
mechanisms  for  the  regimes  of  Eastern  Europe  and  the  Soviet 
Union  to  maintain  themselves  while  opening  communication.  That 
is  exactly  the  strategy  we  are  using  here.  We  want  the  best  of  both. 
The  truth,  but  without  providing  Mr.  Castro  with  the  means  to 
support  his  regime.  That  is  exactly  the  policy  that  we  have  tried 
to  use  with  other  despotic  regimes,  and  it  is  the  same  strategy  that 
we  are  trying  to  use  here. 

Mr.  Tulchin.  Why  not  use  the  same  strategy  you  did  in  the  So- 
viet Union  when  the  American  Government,  several  Governments 
said,  Let  your  dissidents  go.  We  will  take  them.  Let  them  out.  Put 
the  challenge  on  the  dictatorship.  Make  that  dictatorship  say.  We 
are  afraid  to  let  our  people  go.  We  are  not  willing  to  let  them  go. 
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Why  put  restrictions  on  the  visas  into  the  U.S.  and  restrictions 
on  people  traveUng  to  the  U.S.?  It  looks  as  if  this  country  is  afraid 
of  dialogue  with  Castro,  something  that  I  find  bizarre. 

Mr.  ToRRiCELLl.  Do  you  honestly  believe  that  there  is  a  person 
in  Cuba  who  believes  that  their  ability  to  leave  the  island  is  not 
restricted  first,  foremost,  and  primarily  by  the  Castro  government? 

Mr.  TULCHIN.  Why  not  put  that  to  the  test,  sir,  and  eliminate  the 
artificial  bureaucratic  restriction  imposed  by  the  U.S.  Government? 
Why  give  an  argument  to  the  dictatorship  tnat  you  are  the  one  that 
is  afraid  to  let  Cubans  in? 

Mr.  TORRICELLI.  Mr.  Tulchin,  there  are  a  million  Cubans  living 
in  the  U.S.  No  person  alive  could  believe  that  the  right  of  a  dis- 
sident to  leave  tne  island  is  restricted  by  the  U.S.  Government  in 
contrast  to  the  Castro  government.  This  may  make  an  interesting 
academic  discussion,  but  outside  of  this  room  I  don't  think  there  is 
a  person  who  would  take  it  seriously.  If  there  was  a  need  to  further 
this  understanding  of  the  fear  of  truth,  we  did  it  last  year  in  the 
Cuban  Democracy  Act  by  unilaterally  making  an  offer  on  telephone 
and  mail  communications,  so  that  it  was  Mr.  Castro  who  would 
have  to  say,  "you  will  not  be  able  to  contact  the  outside  world." 
And,  like  a  fat  fish  on  the  end  of  the  line,  he  took  the  bait.  He  did 
say  it.  He  did  refuse  it.  And  therefore,  I  think  settled  the  debate 
historically  and  for  all  time. 

Do  either  of  you  have  anything  further  you  would  like  to  say  be- 
fore I  yield? 

Mr.  Hakim.  Just  one  thing.  I  do  not  think  we  should  be  squab- 
bling over  small  amounts  of  money  that  might  go  to  Fidel  Castro 
if  it  serves  other  objectives.  And  tnat  I  think  is  the  crucial  thing. 
That  you  have  to  use  a  variety  of  instruments  that  are  available. 
Mr.  Tulchin  has  talked  about  one  instrument  and  you  have  been 
talking  about  the  embargo.  I  have  read  the  Cuban  Democracy  Act, 
and  its  weakness  is  that  it  fails  to  use  a  mixture  of  incentives  and 
pressures. 

U.S.  COLLABORATION  WITH  OTHER  COUNTRIES  REGARDING  CUBA 

And  the  other  thing  that  you  have  not  addressed  in  your  com- 
ments and  I  would  like  to  address  is  the  fact  is  that  other  Latin 
American  countries  and  the  countries  of  Europe  share  our  objec- 
tives in  Cuba.  We  can  work  with  them  as  we  have  worked  in  so 
many  other  places,  we  would  be  more  effective  by  doing  so.  The  fact 
is  that  our  current  policy  separates  and  divides  us  from  them. 

Mr.  TORRICELLI.  Mr.  Hakim,  I  did  see  that  in  your  comments, 
and  let  me  tell  you  how  fundamentally  I  disagree  with  that. 

Mr.  Hakim.  I  am  sure  you  would. 

Mr.  TORRICELLI.  In  writing  this  legislation,  many  of  us  visited 
many  of  these  capitals,  and  almost  without  exception  leaders  in 
Europe  and  Latin  America,  if  I  could  paraphrase  their  comments, 
suggested  that  we  watch  what  they  do,  not  listen  to  what  they  say. 
There  is  no  division.  There  is  no  debate.  There  is  no  problem.  Fidel 
Castro  is  isolated,  and  regimes  which  once  gave  safe  harbor  to  his 
thinking  and  encouraged  dialogue  have  now  abandoned  him. 

Mr.  Hakim.  Are  they  joining  us  in  the  embargo? 

Mr.  TORRICELLI.  They  are  telling  us  largely  do  what  we  have  to 
do. 
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Mr.  Hakim.  Are  they  joining  us?  In  other  words,  when  we  put  an 
embargo  on  Haiti  the  other  Latin  American  countries  are  joining 
us,  at  least  most  of  them.  Are  they  joining  us  with  regard  to  Cuba? 

Mr.  TORRICELLI.  Mr.  Hakim,  I  am  here  to  ask  you  questions,  not 
to  embarrass  you.  But  let  me  suggest  to  you  there  are  not  Euro- 
pean nations  complying  with  the  embargo  with  Haiti. 

Mr.  Hakim.  I  said  Latin  America.  It  is  not  embarrassing  me. 

Mr.  TORRICELLI.  First,  the  rules  are  I  will  ask  questions,  but 
since  you  asked  questions  I  will  answer  them.  But  then  you  will 
at  least  give  me  a  chance  to  do  so,  if  we  can  at  least  keep  that  level 
of  decorum. 

If  the  U.S.  were  to  engage  in  diplomatic  or  economic  policies  only 
when  we  could  get  everybody  not  only  to  agree  in  principal  but  also 
in  action,  this  government  would  be  completely  paralyzed.  We  don't 
have  all  of  our  allies  at  the  moment  complying  with  embargoes  on 
Vietnam,  Korea,  Libya,  Iraq  or  Haiti.  Indeed,  all  of  our  allies  are 
not  complying  with  embargoes  on  any  of  them.  That  is  not  an  argu- 
ment for  us  not  to  proceed. 

What  is  important  is  that  there  be  a  basic  common  objective. 
Without  exception  in  my  meetings  with  Latin  and  European  lead- 
ers I  have  been  told,  Do  what  you  must  do.  This  is  disproportion- 
ately important  to  the  interests  of  the  U.S.  because  we  are  home 
to  a  million  Cuban  Americans,  because  Cuba  is  on  our  shores,  be- 
cause of  the  historic  relationship,  and  because  we  are  willing  to 
take  on  the  burden  to  help  the  Cuban  people.  For  all  those  inter- 
ests, if  we  must  we  will  do  it  alone.  But  fortunately,  throughout 
Latin  America  and  Europe  at  this  point  that  is  not  necessary.  We 
are  largely  being  told  that  time  has  run  out  on  Mr.  Castro  and  they 
will  not  contradict  our  policy  or  disagree  with  our  objectives. 

Mr.  ROHRABACHER.  Mr.  Chairman,  I  am  sorry  I  am  late.  Obvi- 
ously, this  is  one  of  the  situations  where  as  a  Member  of  Congress 
you  have  three  different  committee  meetings  at  the  same  time,  so 
I  am  not  sure  exactly  what  has  been  said  here  today,  so  perhaps 
I  will  just  make  one  or  two  general  points  and  leave  it  at  that. 

And,  number  one,  I  am  very  happy  to  hear  that  you  gentlemen 
are  in  support  of  the  free  trade  agreement  with  Mexico.  I  come 
from  California,  and  I  believe  that  the  free  trade  treaty  with  Mex- 
ico will  be  a  great  stimulus  to  job  creation  and  economic  growth  in 
my  State  as  well  as,  I  believe,  in  the  rest  of  the  country. 

ECONOMIC  RELATIONS  WITH  DICTATORSHIPS 

In  terms  of  the  embargo  issue,  just  a  note.  One  of  the  things  that 
has  disturbed  me  over  the  years  in  dealing  with  regimes  like  Cas- 
tro, whether  you  are  talking  about  fascist  regimes  or  you  are  talk- 
ing about  communist  regimes,  is  that  certain  intellectuals  in  the 
U.S.  always  are  suggesting  that  actions  taking  place  aimed  at  the 
regime  is  in  some  way  aimed  at  the  country  or  the  people,  and  I 
don't  believe  that  asking  for  actions  that  are — or  planning  for  ac- 
tions that  are  aimed  at  changing  the  Castro  regime,  putting  pres- 
sure on  the  Castro  regime  is  any  way  a  reflection  on  the  Cuban 
people  whatsoever. 

And  I  resent  it,  for  example,  when  people  say  we  have  got  to — 
we  can't  just  ignore  the  existence  of  China.  You  know,  when  people 
say  that  we  shouldn't  give  them  Most  Favored  Nation  status  and 


98 

other  people  claim,  Oh!  Well,  you  are  just,  then,  ignoring  that 
China  exists.  No.  What  is  it?  We  are  talking  about  with  an  embar- 
go, and  we  are  talking  about  American  policy.  It  is  what  we  are 
doing  in  order  to  change  the  power  relationship  between  a  certain 
group  of  people  who  hold  power  in  Cuba  and  the  Cuban  people. 
And  is  it  in  our  interest  to  do  so?  Is  it  consistent  with  our  prin- 
ciples? The  answer  is,  I  believe,  yes,  and  especially  in  a  world  now 
where  we  can  help  those  people  who  are  struggling  and  regimes 
that  are  struggling  to  be  democratic  and  struggling  to  lay  the  foun- 
dation. 

For  us  to  open  up  or  to  have  any  type  of  economic  relations  with 
these  vicious  dictatorships  that  are  left  in  the  world  I  don't  think 
is  defensible  in  terms  of  the  principles  our  country  is  supposed  to 
stand  for.  I  will  permit  each  one  of  you  to  comment  on  that  if  you 
so  choose. 

Mr.  Hakim.  Well,  just  one  small  point.  I  think  there  is  a  big  dif- 
ference between  opposing  a  dictatorship  and  using  extreme — and 
what  measures  you  use  to  achieve  your  results.  I  mean  one  wants 
to  use  those  measures  that  are  most  likely  to  achieve  the  results. 

I  don't  disagree  with  Mr.  Torricelli  or  you  that  Fidel  Castro  is  a 
repressive  leader,  that  he  ought  to  be  removed,  that  it  would  be 
better  for  Cuba  if  he  wasn't  there.  None  of  us  disagree  with  that. 
The  question  is  how  you  deal  with  the  situation,  how  you  achieve 
that  objective,  how  you  achieve  an  opening. 

And  it  is  true  that  the  policy  is  directed  toward  Fidel  Castro.  Not 
for  a  moment  did  I  think  the  embargo  was  supposed  to  hurt  the 
Cuban  people.  But  in  fact  it  does.  You  know,  I  have  had  two  rel- 
atives come  from  Cuba  this  past  year,  two  in-laws,  and  they  are 
suffering  a  great  deal  in  Cuba  because  of  the  embargo. 

Now,  I  am  not  saying  we  should  lift  the  embargo,  but  it  does 
seem  to  me  that  you  can't  just  say  that  it  is  directed  to  the  govern- 
ment and  it  doesn't  affect  the  people. 

Mr.  RoHRABACHER.  The  difference  between  us  I  think  is  that  I 
would  say  they  are  suffering  not  because  of  the  embargo.  I  would 
say  they  are  suffering  because  of  Fidel  Castro. 

Mr.  Hakim.  If  both  is  the  case,  why  can't  vou  say  both. 

Mr.  RoHRABACHER.  Because  there  would  be  no  embargo  if  you 
didn't  have  a  regime  that  had  been  committing  so  many — support- 
ing so  many  acts  of  terrorism  and  so  many  acts  of 

Mr.  Hakem.  I  think  they  are  suffering  also  for  a  lot  of  other  rea- 
sons, including  bad  economic  policy,  stupidities,  et  cetera. 

Mr.  ROHRABACHER.  OK.  Thank  you. 

Mr.  Perry.  I  agree  with  you. 

Mr.  Torricelli.  [presiding].  Mr.  Perry,  you  were  not  supposed  to 
speak  during  this  part  of  the  hearing. 

Mr.  Perry.  This  is  very  unusual  for  me.  I  have  been  in  this  body 
before  and  with  more  contention.  Thank  you. 

Mr.  Torricelli.  Mr.  Tulchin. 

LATIN  AMERICAN  POLICY  IS  NOT  A  SINGLE  ISSUE  POLICY 

Mr.  Tulchin.  The  only  point  I  would  make  is  that  your  remarks, 
with  which  I  agree,  must  not  be  elevated  on  a  pedestal  or  that  posi- 
tion taken  out  of  context.  I  think  if  I  have  a  disagreement  it  was 
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simply  to  urge  you  to  deal  with  Latin  America  not  as  an  isolated 
single  issue  democracy,  dictatorship,  and  so  on. 

And  the  problem  with  the  hearings,  the  questions  put  by  mem- 
bers of  the  committee,  with  very  few  exceptions,  is  that  we  were 
brought  here  to  talk  about  an  agenda  for  Latin  America,  and  in  my 
own  prepared  statement  I  listed  ten  issues  involving  Latin  Amer- 
ica. One  of  the  ten  dealt  with  Cuba.  Of  all  the  questions  put  by 
members  of  this  panel,  if  there  were  ten,  nine  dealt  with  Cuba  and 
one  dealt  with  something  else.  I  am  exaggerating  slightly.  I  don't 
remember  if  there  were  10  questions. 

My  point  is  that  your  vision  of  Latin  America  seems  to  be  suffer- 
ing from  extraordinary  myopia.  Cuba  is  important.  There  are  a  mil- 
lion Cubans  in  Florida.  There  are  lots  outside  Florida  as  well. 
There  are  a  lot  of  issues  involved  with  Cuba.  I  don't  say  let's  ignore 
Cuba.  But  Cuba  is  not  Latin  America. 

Mr.  RoHRABACHER.  Well,  Cuba  is  a  dictatorship,  and  Cuba  is  a 
dictatorship  that  has  been  involved  with  trying  to  overthrow  other 
democratic  governments.  And,  if  someone  was  asking  us  about  our 
policy  in  Europe  in  the  1930's,  I  would  hope  that  they  would  have 
focused  on  how  do  we  get  rid  of  Hitler.  And  once  we  get  rid  of  Cas- 
tro, or  once  castro  is  gotten  rid  of,  well,  I  think  perhaps  Latin 
America  and  all  of  America  can  breathe  a  little  easier. 

Mr.  TULCHIN.  My  suggestion,  sir,  is  that  they  may  breathe  easier 
because  Castro  is  gone,  and  the  Cuban  people  may  breathe  easier 
because  they  have  eliminated  a  dictatorship.  But,  if  Castro  is  re- 
moved because  of  unilateral  U.S.  intervention,  Latin  America  will 
not  breathe  easier.  Most  of  the  countries  in  Latin  America  will  feel 
very  upset  and  wonder  what  is  next.  Indeed,  the  next  issue  for  the 
U.S.  will  be.  What  should  we  do  now?  Shall  we  end  the  marines 
back  into  the  Cuba,  as  we  have  done  on  repeated  occasions? 

Mr.  ROHRABACHER.  I  am  sure  France  and  Britain  would  have  felt 
upset  as  well  if  we  would  have  helped  prevent  Hitler.  I  mean  I  am 
sure  they  said.  Oh,  these  Americans  coming  in  interfering  with  Eu- 
ropean business  by  helping  us  get  rid  of  Hitler.  That  is  nonsense. 
That  is  absolute  nonsense. 

Mr.  TULCHIN.  Are  you  suggesting,  sir,  by  that  analogy  that  Mr. 
Castro  has  a  blitzkrieg  prepared  for  us? 

Mr.  ROHRABACHER.  I  will  tell  you  that  Fidel  Castro  has  been  in- 
volved with  trying  to  overthrow  democratic  governments. 

Mr.  TORRICELLI.  Mr.  Rohrabacher,  could  we  just  restore  some 
order? 

Mr.  Tulchin,  we  all  share  the  frustration  that  during  the  course 
of  the  hearing  we  were  not  able  to  be  more  comprehensive  in  deal- 
ing with  the  entire  hemisphere.  Indeed,  as  I  think  you  acknowl- 
edged, your  statement  is  somewhat  of  an  exaggeration.  We  covered 
a  fair  amount  of  Central  America.  We  were  able  to  talk  about 
NAFTA  to  some  extent.  We  would  have  liked  to  have  talked  more 
about  the  Andean  problems,  and  indeed  Brazil  and  Argentina.  It  is 
difficult  to  do  so,  given  the  time  constraints,  and  so  to  that  extent 
we  share  the  frustration. 

But  indeed,  issues  gain  importance  as  you  approach  the  borders 
of  the  U.S..  We  are  entitled  somewhat,  if  not  to  be  myopic,  at  least 
to  be  shortsighted  given  not  only  the  wants  of  our  own  people,  but 
also  the  proximity  to  our  borders. 
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Let  me  with  that,  if  I  could,  conclude  with  what  I  feel  would  be 
an  appropriate  comment  based  on  Mr.  Hakim's  comment  earlier 
that  Cuba  was  no  longer  a  threat  to  the  U.S..  And  I  raise  this  not 
to  conclude  the  debate  on  Cuba,  but  rather  to  underscore  the  entire 
discussion  about  Latin  America,  and  indeed  the  larger  discussion 
of  foreign  policy  that  has  been  the  foundation  of  these  hearings. 

Our  national  interests,  if  they  continue  to  be  defined  by  where 
there  is  a  military  threat,  will  do  enormous  injustice  to  tne  U.S.. 
Simply  because  there  are  not  missiles  in  Cuba  aimed  at  New  York 
or  Miami  does  not  make  it  less  of  a  threat.  A  country  is  a  threat 
because  it  contradicts  basic  human  values,  national  objectives.  A 
Cuba  which  imprisons  its  people  and  denies  basic  rights  is  as  much 
a  threat  to  the  U.S.  as  a  Cuba  that  was  harboring  Soviet  troops. 
And  a  Panama  or  a  Haiti  which  oppresses  its  people,  denies  all 
basic  rights,  but  has  no  military  capability  is  in  my  mind  as  much 
a  threat  as  any  former  member  of  the  Soviet  Bloc. 

And  so  I  would  hope  that  people  do  not  have  to  justify  their  am- 
bitions for  an  aggressive  American  foreign  policy  simply  based  on 
the  scale  of  military  power  of  a  regime,  but  rather  by  how  they  of- 
fend our  most  important  national  principles  and  objectives. 

With  that,  there  being  no  further  business,  we  will  conclude  the 
hearing.  Gentlemen,  thank  you  each  for  your  time,  your  patience, 
the  thoughtfulness  of  your  comments,  and  for  your  participating 
today. 

The  hearing  is  concluded. 

[Whereupon,  at  12:28  p.m.,  the  committee  was  adjourned,  to  re- 
convene subject  to  the  call  of  the  Chair.] 
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WEDNESDAY,  FEBRUARY  17,  1993 

House  of  Representatives, 

Committee  on  Foreign  Affairs, 

Washington,  DC. 

The  committee  met,  pursuant  to  call,  at  10:11  a.m.,  in  room 
2172,  Rayburn  House  Office  Building,  Hon.  Lee  H.  Hamilton 
(chairman  of  the  committee)  presiding. 

Chairman  Hamilton.  The  Committee  on  Foreign  Affairs  meets 
today  in  open  session  to  discuss  U.S.  policy  toward  Asia. 

We  will  hear  testimony  from  Kenneth  S.  Courtis,  Strategist  and 
Senior  Economist  with  Deutsche  Bank  Capital  Markets  in  Hong 
Kong  and  Tokyo;  Harry  Harding,  Senior  Fellow  in  the  Foreign  Pol- 
icy Department  of  the  Brookings  Institution;  Donald  S.  Zagoria, 
Professor  of  Government  at  Hunter  College;  and  Edward  Luttwak, 
Director  of  GEO  Economics  at  the  Center  for  Strategic  and  Inter- 
national Studies. 

We  have  several  topics  of  interest  to  us  today,  including  U.S.  pol- 
icy toward:  Japan,  China,  the  Korean  peninsula,  ASEAN,  and  Indo- 
china. We  will  want  to  focus  on  the  economic  and  security  issues 
of  most  importance  to  the  United  States  and  on  recommendations 
for  U.S.  policy. 

We  will  have  a  good  many  questions  for  the  witnesses,  so  I  am 
interested  in  having  the  witnesses  keep  their  remarks  within  that 
5  to  7-minute  frame  that  we  had  suggested  to  you  before  the  hear- 
ing. And  then  after  hearing  testimony  from  each  of  you  we  will 
turn  to  questions  by  members. 

I  am  very  appreciative  of  our  expert  witnesses  for  their  willing- 
ness to  testify  today.  Your  prepared  statements,  of  course,  will  be 
entered  into  the  record  in  full. 

Chairman  Hamilton.  We  will  begin  with  you,  Mr.  Courtis,  and 
simply  move  across  the  table  from  left  to  right.  You  may  begin,  sir. 

STATEMENT  OF  KENNETH  S.  COURTIS,  STRATEGIST  AND  SEN- 
IOR ECONOMIST,  DEUTSCHE  BANK  CAPITAL  MARKETS, 
HONG  KONG  AND  TOKYO 

Mr.  Courtis.  Thank  you  very  much,  Mr.  Chairman.  Good  morn- 
ing, ladies  and  gentlemen.  My  name  is  Kenneth  Courtis.  As  the 
chairman  indicated,  I  am  a  strategist  for  Deutsche  Bank  Capital 
Markets  in  Asia  and  I  lecture  at  Tokyo  and  Keio  Universities.  This 
morning  you  have  invited  me  to  address  questions  regarding  the 
most  important  economic  developments  in  Asia  and  their  impact 
for  the  United  States  during  the  period  ahead. 
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ASIAN  ECONOMIC  EXPANSION 


The  international  economy  presents  an  extraordinary  paradox. 
While  much  of  the  world  pains  in  recession,  Asia  continues  to  be 
a  region  of  dynamic  expansion — even  Japan,  which  many  are  writ- 
ing off  as  now  having  entered  into  a  decline.  I  believe  it  is  going 
through  a  policy-induced  transition  and  the  marathon  man  of  Asia, 
once  this  transition  is  completed,  will  come  back  and  kick  to  still 
higher  levels  of  performance. 

As  Asian  economies  continue  to  expand  more  quickly  than  the 
rest  of  the  world,  not  only  does  the  importance  of  the  region  grow, 
but  also  its  power,  its  position,  and  its  place  on  the  world  stage. 
The  explosive  gprowth  of  Asia  is  creating  extraordinary  fluidity  and 
flux  which  opens  great  new  opportunity  in  the  region  for  America. 
This  change  also  creates  great  tension  that  raises  great  risks.  But, 
indeed,  much  is  at  stake  as  Asia  grows. 

Today,  Asia  is  younger,  is  going  to  school,  it  is  saving,  it  is  in- 
vesting, whereas  the  rest  of  the  world  has  matured,  taken  on  debt, 
and  aged.  As  a  result,  we  are  witnessing  a  global  shift  to  Asia. 
Think  of  it.  In  1960,  Japan  and  East  Asia  represented  4  percent 
of  world  GNP.  Today,  they  represent  together  almost  24  percent  of 
world  GNP.  And  the  trend  for  the  long  term  over  this  decade  or 
the  beginning  of  the  next  decade,  indicated  by  the  IMF,  is  that 
while  the  United  States  would  represent  18  or  19  percent  of  world 
GNP,  Japan  and  East  Asia  would  represent  30  percent  to  one- third 
of  total  world  GNP.  It  is  for  this  reason,  from  finance  to  trade  to 
technology  to  questions  of  security  and  industrial  development  that 
developments  in  Asia  today,  I  believe,  are  critical  for  America's  own 
economic  future.  I  believe  that  these  developments  will  become 
even  more  important  tomorrow  as  America  attempts  to  rebuild  its 
own  economic  base. 

ASIA  AT  CENTER  OF  WORLD  ECONOMY 

I  would  like  this  morning,  Mr.  Chairman,  to  address  five  issues. 
First,  the  issue  of  the  shift  in  the  global  center  of  gravity  of  the 
world  economy  to  Asia.  Second,  I  would  like  to  consider  briefly 
prospects  over  the  short  term  for  developments  in  Asia.  I  will  skip 
reference  to  China,  as  my  colleagues  will  be  treating  it.  Fourthly, 
I  would  like  to  address  the  issue  of  the  potential  for  a  major  up- 
heaval in  the  global  trading  system  as  a  result  of  developments  oc- 
curring in  Asia.  Fifth,  the  issue  of  the  increasingly  preponderant 
role  that  Japan  plays  in  Asia  in  the  context  of  the  strategic  retreat 
of  corporate  America.  And  lastly,  very  briefly,  the  issue  of  regional 
security. 

I  submit,  Mr.  Chairman,  that  these  issues,  if  addressed  positively 
and  with  imagination  and  long-term  commitment,  create  great  new 
opportunities  for  America.  Opportunities  for  America  to  address  its 
own  diminished  economic  position.  Indeed,  Mr.  Chairman,  I  believe 
that  America  cannot  reverse  its  current  domestic  economic  position 
without  addressing  the  developments  in  Asia  in  this  manner. 

Let  me  address  the  first  issue — the  world  center  of  gpravity  is 
shifting  to  Asia.  It  seems  to  me  that  the  emergping  critical  question 
facing  the  world  economy  through  the  1990's  is  the  building  imbal- 
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ance  between  a  burgeoning  demand  for  investment  capital  and  the 
insufficient  pool  of  global  savings. 

Through  the  period  to  1998,  research  indicates  that  the  incre- 
mental annual  demand  for  investment  capital  will  be  about  half  a 
trillion  dollars  above  long-term  trends,  with  some  40  percent  of 
that  increased  demand  for  capital  coming  from  East  Asia.  At  the 
same  time  demographic  and  political  trends  at  work  in  Europe  and 
North  America  continue  to  weaken  the  world's  savings  base.  Think 
of  it.  For  the  G-6  members — ^for  the  G-7,  excluding  Japan,  from 
1970  to  1980  their  savings  rate  was  13  percent.  In  the  interval  it 
has  fallen  to  where  it  is  currently  7.8  percent.  Trends  in  public  pol- 
icy and  public  finance  and  demographics  together  with  massive 
budget  deficits  indicate,  I  believe,  that  those  trends  to  lower  sav- 
ings rates  in  North  America  and  Europe  are  not  about  to  be  re- 
versed. Asia,  in  contrast,  is  going  in  the  opposite  direction.  With 
few  exceptions,  in  East  Asia  saving  rates  everywhere  are  above  30 
percent  of  GNP. 

A  measure  of  just  how  fast  the  shift  is  occurring,  in  1981  central 
banks  in  Asia  controlled  14  percent  of  total  world  central  bank  re- 
serves. Today,  they  control  approximately  42  percent  of  such  re- 
serves. Even  for  Japan  and  despite  many  predictions  to  the  con- 
trary, the  net  savings  rate,  household,  government,  public  sector, 
continues  to  run  above  20  percent  of  GNP.  The  outlook  for  trends 
in  Asia  through  the  1990's  indicate  that  the  saving  rates  are  set 
to  remain  high.  As  a  result,  Asia  is  set  to  control  an  increasing  por- 
tion of  total  world  savings  through  the  decade  ahead.  That  not  only 
means  that  the  global  balance  of  power  is  going  to  shift  further  to 
Asia,  but  it  also  means  that  the  United  States  will  find  that  the 
capital  it  requires  from  abroad  to  rebuild  its  own  economy  will  be 
increasingly  available  on  terms  determined  in  Asia. 

With  the  service  of  the  public  debt  in  the  United  States  now 
equal  to  America's  net  household  savings  rate,  the  United  States 
will  remain  a  huge  importer  of  capital  through  this  decade.  It  is 
from  this  perspective  that  any  financial  or  economic  instability  in 
Asia  will  be  transmitted  immediately  to  North  America.  In  the  ab- 
sence of  a  long-term  and  major  transfer  of  consumption  to  savings 
in  the  United  States  on  the  order  of  half  a  trillion  dollars  a  year, 
it  will  be  impossible  for  America  to  rebuild  its  infrastructure,  to 
begin  work  on  the  infrastructure  of  tomorrow,  to  finance  the  re- 
building of  its  education  system,  to  begin  large-scale  work  retrain- 
ing without  systematic  access  to  the  burgeoning  pools  of  capital  in 
Asia. 

This  situation  also  sets  Asian  economies  in  a  privileged  position 
from  other  perspectives.  Funds  will  be  available  locally  to  fuel 
growth.  From  a  corporate  strategic  perspective,  it  also  means  that 
Asian  economies,  continuing  to  expand  more  quickly  than  else- 
where, offer  to  firms  operating  in  the  region  the  ability  to  lever 
that  growth  and  the  pools  of  capital  that  are  available  to  them  to 
reposition  them.selves  from  a  global  competitive  perspective. 

In  this  regard,  perhaps,  we  could  think  of  the  auto  industry. 
Over  the  1990's,  two-thirds  of  the  unit  volume  increase  in  the 
world  automotive  market  will  come  out  of  East  Asia.  Players  then 
that  dominate  that  growth  will  be  able  to  lever  their  position  to  a 
stronger,  much  stronger  global  competitive  position.  In  this  regard 
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it  is  troubling  that  not  one  North  American  producer  has  yet  com- 
mitted itself  to  making  a  world-scale  automotive  production  facility 
in  the  region. 

LONG  TERM  POLICY  APPROACH  TO  JAPAN 

I  would  like  to  turn  to  the  second  question,  Mr.  Chairman,  that 
identified  as  a  strategic  issue,  the  question  of  Japan.  Many  argue 
that  the  sun  is  finally  setting  on  the  Pacific.  I  would  submit,  Mr. 
Chairman,  that  the  sun  is  currently  behind  a  bank  of  clouds,  but 
when  it  burns  off  the  fog  it  will  be  shining  as  bright  as  it  has  in 
the  past.  Indeed,  Mr.  Chairman,  I  would  submit  that  Japan  is  now 
in  the  midpoint  of  phase  two  of  its  response  to  the  Plaza  Accord. 
The  transition  occurring  in  the  economy  today  is  essentially  a 
purge  of  the  excesses  of  the  1980's  which  were  themselves  a  result 
of  the  policies  that  Japan  set  in  place  to  allow  it  to  adapt  to  the 
change  in  the  international  competitive  environment  that  Plaza 
triggered. 

So  rapid  has  this  adjustment  been  that  Japan  is  today  competi- 
tive at  current  exchange  rates.  Indeed,  since  1985  Japan  has  essen- 
tially moved  to  turn  the  Plaza  Accord  to  its  advantage.  Competitive 
at  these  exchange  rates,  the  Japanese  market  is  more  difficult  to 
penetrate  than  ever  in  the  past.  And,  as  we  can  see  from  the  trade 
statistics,  Japan  continues,  even  as  the  world  is  in  recession,  to 
gain  market  share  globally. 

Chairman  Hamilton.  Mr.  Courtis,  I  am  going  to  ask  you  to  move 
along  because  I  know  that  members  are  anxious  to  ask  questions. 
You  nave  excellent  testimony.  Try  to  sum  up,  if  you  can,  in  a  few 
minutes,  and  we  will  move  on  to  the  other  witnesses. 

Mr.  Courtis.  Mr.  Chairman,  I  raise  the  question  of  Japan  and 
the  Plaza  Accord  because  in  recent  days  there  has  been  much  talk 
of  the  need  to  devalue  the  dollar  further  by  another  15  or  20  per- 
cent. I  submit,  Mr.  Chairman,  that  experience  over  the  last  20 
years  does  not  in  my  view  offer  prospects  that  a  further  devalu- 
ation will  help  us  get  out  of  the  situation  we  are  in  with  Japan. 
Rather,  what  is  required  is  a  type  of  integrated  long-term  policy 
approach  to  Japan  that  we  are  now  starting  to  see  to  deal  with 
some  of  the  domestic  issues  confronted  in  the  United  States. 

u.s./east  asl\  trade  imbalances  with  japan 

I  will  skip  the  point  on  Japan,  and,  Mr.  Chairman,  I  would  like 
to  conclude  briefly  with  the  issue  of  trade  in  Asia,  which  has  been 
the  lever  of  gprowth  for  that  region  over  the  last  20  years.  Today 
that  lever  of  growth,  I  submit,  is  at  stake.  Japan  and  America  have 
been  two  sides  of  that  equation.  Japan  has  been  the  supply  side, 
providing  capital,  intermediate  goods  and  technology  to  East  Asia, 
and  America  has  been  the  market.  But  America  through  the  nine- 
ties can  no  longer  continue  to  absorb  the  rate  of  increase  in  exports 
from  Asia  that  we  have  seen  in  the  last  20  years,  and  that  invest- 
ment in  Asia  supposes  it  will  continue  through  the  1990's.  Asia  will 
have  to  look  for  new  markets.  It  is  looking  to  Europe,  but  there  it 
is  finding  increasing  difficulty.  It  has  increasing  difficulty  penetrat- 
ing Japan,  and  I  submit,  Mr.  Chairman,  that  to  maintain  that 
lever  for  expansion  that  East  Asia  and  America  will  have  to  come 
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together,  and  the  sooner  the  better,  to  discuss  their  joint  trade  im- 
balances with  Japan. 

Mr.  Chairman,  thank  you  very  much. 

Chairman  Hamilton.  Thank  you,  Mr.  Courtis. 

[The  prepared  statement  of  Mr.  Courtis  appears  at  the  conclusion 
of  the  hearings.] 

Chairman  Hamilton.  Mr.  Harding. 

STATEMENT  OF  HARRY  HARDING,  SENIOR  FELLOW,  FOREIGN 
POLICY  DEPARTMENT  THE  BROOKINGS  INSTITUTION 

Mr.  Harding.  Mr.  Chairman,  members  of  the  committee,  ladies 
and  gentlemen:  It  is  an  honor  for  me  to  testify  before  the  House 
Committee  on  Foreign  Affairs.  The  views  I  will  express  today  are 
my  own,  however,  and  should  not  be  attributed  to  the  trustees  or 
staff  of  the  Brookings  Institution. 

REDEFEsflNG  U.S.  POLICY  TOWARD  CHINA 

One  of  the  earliest  foreign  policy  challenges  facing  the  Clinton 
administration  will  be  the  redefinition  of  our  policy  toward  China 
in  time  for  the  review  of  China's  Most  Favored  Nation  status  in 
early  June.  Let  me  lay  out  some  of  the  principles  on  which  I  think 
that  policy  should  be  based,  and  then  apply  those  principles  to  the 
major  issues  that  confront  us  in  our  relationship  with  China. 

American  policy  must,  first  of  all,  reflect  the  complexity  of  China. 
China  today  is  experiencing  remarkably  successful  economic  re- 
form, but  it  has  huge  trade  surpluses  with  the  United  States. 
China  is  more  relaxed  politically  than  it  was  in  the  Maoist  era,  but 
its  political  restructuring  is  lagging  far  behind  its  soaring  economy. 

In  foreign  affairs,  China  has  played  an  increasingly  responsible 
role  on  such  issues  as  Cambodia,  Korea,  Somalia,  and  Yugoslavia. 
But  its  export  of  advanced  weapons  systems  remains  of  consider- 
able concern,  as  does  the  growth  of  its  own  military  capabilities. 
China  has  welcomed  mutually  beneficial  economic  relationships 
with  both  Hong  Kong  and  Taiwan,  but  is  not  willing  to  see  Hong 
Kong  create  fully  democratic  institutions  or  to  accept  equal  inter- 
national treatment  for  the  Nationalist  government  in  Taipei.  Sound 
American  policy  must  acknowledge  all  these  elements,  both  the 
positive  and  the  negative,  in  the  Chinese  mosaic. 

Second,  American  policy  must  be  based  on  the  multiplicity  of  in- 
terests at  stake  in  China.  We  have  an  interest  that  China  be  se- 
cure, but  that  its  ambitions  not  threaten  its  neighbors.  We  have  an 
interest  that  China  become  more  democratic,  but  not  that  it  col- 
lapse into  anarchy  or  instability  in  the  process.  We  want  China  to 
be  prosperous,  but  we  also  insist  on  fair  access  to  the  Chinese  mar- 
ket. We  want  China  to  modernize,  but  not  that  it  do  serious  dam- 
age to  the  environment  or  become  a  disruptive  claimant  on  world 
energy  or  food  supplies.  We  want  Hong  Kong  to  remain  democratic, 
autonomous,  and  prosperous  as  it  returns  to  Chinese  sovereignty  in 
1997.  And  we  want  Taiwan's  future  to  be  determined  peacefully, 
without  coercion  from  the  Mainland.  A  sound  policy  toward  China, 
again,  must  take  all  of  these  interests  into  account,  and  not  be  pre- 
occupied with  one  objective  at  the  expense  of  the  others. 

Third,  our  policy  must  include  cooperation  with  China  on  issues 
where  we  have  common  interests,  but  assertive  diplomacy  to  per- 
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suade  China  to  modify  its  position  when  our  interests  diverge.  The 
best  overall  strategy,  in  my  judgment,  is  to  deal  with  China  issue 
by  issue,  using  a  combination  of  focused  negotiations  and  targeted 
incentives  to  pursue  American  interests.  Those  incentives,  in  turn, 
must  include  sanctions  when  China's  behavior  falls  short  of  inter- 
national norms,  and  rewards  when  Peking's  conduct  begins  to  im- 
prove. To  the  greatest  degree  possible,  our  policy  must  be  coordi- 
nated with  like-minded  governments  elsewhere. 

Beginning  in  1991,  under  intense  pressure  from  Congress,  the 
Bush  administration  finally  adopted  a  strategy  along  these  lines. 
As  President  Clinton  acknowledged  during  the  1992  election  cam- 
paign, that  more  assertive  policy  has  achieved  some  impressive  re- 
sults, for  which  the  Congress  can  therefore  take  much  of  the  credit. 
In  the  economic  realm,  China  has  agreed  to  provide  better  protec- 
tion for  intellectual  property  and  to  open  its  markets  to  American 
exports.  It  has  pledged  to  ban  the  export  of  the  products  of  prison 
labor,  and  to  ensure  accurate  labeling  of  textiles  produced  in 
China.  Peking  has  ratified  the  Nuclear  Non-Proliferation  Treaty, 
signed  the  recent  Chemical  Weapons  Convention,  and  agn^eed  to 
abide  by  the  provisions  of  the  Missile  Technology  Control  Regime. 
Some  political  prisoners  have  been  released  and  others  have  been 
accounted  for.  Overall,  in  fact,  it  is  a  reflection  of  the  success  of 
this  strategy  that  an  increasing  imperative  for  American  policy  is 
to  find  ways  to  ensure  Chinese  compliance  with  the  promises  it  has 
already  made. 

Building  on  the  accomplishments  achieved  since  1991,  it  is  now 
necessary  for  the  United  States  to  press  for  further  progress  on  the 
issues  of  greatest  concern  to  us.  In  the  security  realm,  China  must 
be  persuaded  to  participate  in  additional  arms  control  discussions 
and  nonproliferation  regimes.  It  is  particularly  important  to  con- 
vince China  to  join  the  emerging  multilateral  dialogue  on  regional 
security  questions  in  Asia. 

In  our  economic  relationship,  the  principal  task  now  is  to  secure 
greater  market  access  for  American  service  companies  in  such 
areas  as  banking,  insurance,  engineering,  and  law.  It  is  also  nec- 
essary to  complete  the  process  of  bringing  China  into  GATT  so  that 
Peking  becomes  subject  to  the  obligations  of  full  membership  in  the 
international  trade  regime. 

CHINESE  POUCY  TOWARD  TAIWAN  AND  HONG  KONG 

With  regard  to  Taiwan,  the  United  States  should  encourage  Pe- 
king to  show  the  flexibility  that  will  permit  the  establishment  of 
direct  air  and  sea  links  between  the  two  societies,  thus  binding 
their  economies  more  closely  together. 

Over  the  next  several  months,  the  United  States  should  urge  Pe- 
king to  accept  further  democratic  reforms  in  Hong  Kong.  It  is  nei- 
ther necessary  nor  appropriate  for  us  to  endorse  the  details  of  the 
Patten  plan,  since  Governor  Patten  himself  has  consistently  em- 
phasized that  his  proposals  are  subject  to  revision.  Instead,  our  po- 
sition should  simply  be  that  Hong  Kong's  level  of  economic  and  so- 
cial development  requires  a  further  degree  of  democratization  with- 
in the  terms  of  the  Basic  Law. 
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CHINESE  HUMAN  RIGHTS  PRACTICES 

On  human  rights,  we  need  to  press  Peking  in  those  areas  where 
further  progress  is  possible.  These  include  releasing  additional  po- 
litical prisoners,  accounting  for  still  others,  opening  China's  prisons 
to  international  inspection,  permitting  foreign  observers  to  attend 
Chinese  trials,  halting  jamming  of  international  radio  broadcasts, 
and  reopening  a  dialogue  with  the  U.S.  Grovernment  on  human 
rights.  We  should  also  create  an  expanded  radio  service  for  China, 
but,  in  my  judgment,  we  should  place  it  under  the  Voice  of  America 
rather  than  establishing  a  separate  surrogate  station. 

Beyond  this,  we  also  have  to  place  our  human  rights  policy  in  a 
broader  context.  Far-reaching  systemic  change  in  China  of  the  sort 
we  seek  will  be  principally  the  result  of  domestic  changes,  rather 
than  external  pressure.  Those  domestic  changes,  in  turn,  will  be 
the  result  of  China's  strategy  to  achieve  economic  modernization 
through  market-oriented  reforms  and  through  extensive  engage- 
ment with  the  outside  world.  We  can  therefore  foster  China's  evo- 
lution toward  economic  and  political  liberalization  more  effectively 
through  continued  commercial  and  cultural  interaction  than 
through  the  imposition  of  economic  sanctions. 

china's  mfn  status 

And  this  leads  us  to  perhaps  the  most  knotty  problem  in  U.S.- 
China relations:  the  annual  reconsideration  of  China's  Most  Fa- 
vored Nation  status.  The  withdrawal  of  MFN  is  not  a  step  that 
should  be  taken  lightly.  Whatever  the  hardship  that  might  be  im- 
posed on  the  central  Chinese  Government,  the  termination  of  nor- 
mal tariff  treatment  for  Chinese  goods  would  do  great  damage  to 
the  interests  of  people  that  we  would  prefer  not  to  harm.  It  would 
unquestionably  reduce  American  exports  to  China  and  produce  a 
hostile  climate  for  the  American  firms  who  have  investments  there. 
It  would  restrict  the  growth  of  China's  private  and  township  enter- 
prises, which  are  key  to  the  development  of  a  market-oriented 
economy  and  to  the  emergence  of  an  independent  middle  class.  It 
would  also  do  great  damage  to  Hong  Kong,  through  which  pass  70 
percent  of  China's  exports  to  the  United  States,  and  considerable 
harm  to  Taiwan,  which  has  shifted  much  of  its  manufacturing  op- 
erations to  the  Mainland.  Moreover,  withdrawal  of  MFN  would 
weaken  our  strategic  position  in  Asia  by  leading  to  a 
confrontational  relationship  between  Peking  and  Washington.  The 
withdrawal  of  MFN  is,  in  short,  a  severe  sanction,  the  use  of  which 
should  be  reserved  for  extreme  circumstances. 

Under  the  Jackson-Vanik  amendment,  China's  MFN  status  is 
subject  to  review  every  year.  Unless  it  is  to  be  an  empty  formality, 
we  must  define  the  standards  that  we  will  apply  to  this  annual  re- 
view. The  criteria  must,  first  of  all,  be  credible  in  that  we  must  ac- 
tually be  willing  to  apply  them  to  China  fairly  but  firmly.  If  we  set 
overly  ambitious  conditions  but  then  routinely  waive  them  in  the 
name  of  the  national  interest  when  they  remain  unmet,  we  will 
quickly  lose  our  leverage  and  credibility  in  dealing  with  Peking. 
The  standards  should  therefore  be  appropriate,  reflecting  the  seri- 
ous cost  to  American  interests  of  actually  removing  MFN.  This  im- 
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plies  that  we  should  threaten  the  revocation  of  MFN  only  when 
fundamental  U.S.  interests  are  at  stake. 

Over  the  next  several  months,  the  Clinton  administration  should 
engage  in  intensive  negotiations  with  Peking  on  the  full  range  of 
issues  I  have  outlined  above.  We  should  stress  that  China's  willing- 
ness to  be  forthcoming  on  these  questions  will  determine  the  ad- 
ministration's policy  on  MFN. 

The  aim  of  these  negotiations,  in  turn,  should  be  to  establish  a 
new  benchmark  for  our  relationship  with  China.  If  we  are  success- 
ful in  this  regard,  and,  as  I  indicate  in  my  prepared  statement,  I 
am  optimistic  that  we  can  be,  we  will  be,  I  would  then  urge  that 
we  renew  China's  MFN  this  June.  I  would  also  recommend  that 
there  be  a  strong  presumption  of  renewal  every  year  thereafter. 
Only  if  there  were  serious  and  sustained  retrogression  below  the 
benchmark  would  we  consider  the  revocation  of  China's  Most  Fa- 
vored Nation  status.  However,  we  would  continue  to  use  other  le- 
vers such  as  diplomatic  sanctions,  controls  on  technology  transfer, 
and  lesser  tariff  adjustments  to  pursue  American  interests  with  re- 
gard to  China. 

If  adopted,  this  new  policy  could  be  embodied  in  a  Presidential 
statement  explaining  how  he  intends  to  exercise  his  authority  to 
annually  re-examine  China's  Most  Favored  Nation  status.  There  is, 
in  my  view,  no  need  for  further  congressional  legislation  in  this  re- 
gard given  the  fact  that  the  Congress  already  has  the  right  to  re- 
view the  President's  recommendation. 

Even  as  we  try  to  deter  retrogression  below  the  new  benchmark, 
we  must  also  try  to  rise  above  it.  I  think  it  is  time  to  offer  China 
the  prospect  of  improvements  in  U.S. -China  relations  over  the  next 
4  years  if  its  behavior  warrants  them.  If  China  indeed  provides 
greater  markets  for  American  goods  and  services,  behaves  respon- 
sibly in  its  weapons  exports,  acts  as  a  force  for  world  peace  and 
stability,  and  resumes  a  program  of  political  reform,  then  the  fol- 
lowing developments  would  be  conceivable:  the  resumption  of  sum- 
mit meetings;  a  modest  but  meaningful  American  aid  program  for 
China;  a  greatly  relaxed  environment  for  U.S.  technology  exports; 
and  a  determination  that  China  is  no  longer  a  nonmarket  economy, 
is  no  longer  subject  to  the  Jackson-Vanik  amendment,  and  is  there- 
fore granted  Most  Favored  Nation  status  without  annual  review. 

I  emphasize  that  a  great  deal  of  progress  is  required  before  we 
can  contemplate  these  positive  steps.  Still,  the  complexity  of  the 
situation  in  China  requires  that  we  send  Peking  a  dual  message: 
on  the  one  hand,  that  departures  from  international  norms  will  not 
be  accepted  by  the  United  States,  but  second,  that  improved  Chi- 
nese behavior  will  meet  a  positive  and  forthcoming  American  re- 
sponse. 

Thank  you,  Mr.  Chairman. 

Chairman  Hamilton.  Thank  you,  Mr.  Harding. 

[The  prepared  statement  of  Mr.  Harding  appears  at  the  conclu- 
sion of  the  hearings.] 

Chairman  Hamilton.  Mr.  Zagoria. 
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STATEMENT  OF  DONALD  S.  ZAGORIA,  PROFESSOR  OF 
GOVERNMENT,  HUNTER  COLLEGE 

Mr.  Zagoria.  Thank  you,  Mr.  Chairman.  Members  of  the  com- 
mittee, ladies  and  gentlemen:  I  too  am  honored  to  testify  before 
your  committee. 

POST-COLD  WAR  ASIAN  STRATEGY 

Some  years  ago  Ed  Reischauer  wrote  a  book  called  Wanted:  An 
Asian  Strategy.  That,  it  seems  to  me,  is  the  challenge  for  the  Unit- 
ed States  today,  to  develop  an  Asian  strategy  suitable  for  the  post- 
cold  war  era.  The  end  of  the  cold  war  leaves  the  United  States 
without  a  coherent  policy  in  East  Asia  and  with  strange  relations 
with  Japan  and  China,  Asia's  two  indigenous  great  powers.  The 
two  basic  pillars  of  America's  cold  war  policy  in  Asia,  economic  su- 
premacy and  strategic  engagement,  are  both  in  doubt.  The  relative 
economic  weight  of  the  United  States  has  declined  substantially  in 
East  Asia  and  the  economic  power  of  Japan  and  other  Asian  na- 
tions has  increased. 

And,  as  America  draws  down  its  forces  to  meet  its  domestic  chal- 
lenges and  leaves  its  bases  in  the  Philippines,  there  is  widespread 
uncertainty  within  the  region  about  the  U.S.  ability  and  willing- 
ness to  maintain  a  significant  regional  military  presence.  Moreover, 
there  is  growing  concern  about  America's  style  of  leadership,  fear 
that  the  United  States  is  turning  protectionist  and  bent  on  lectur- 
ing others  on  human  rights  even  though  its  own  society  has  vast, 
unresolved  social  problems. 

Finally,  the  United  States  is  losing  its  moral  authority  in  the  Pa- 
cific as  many  Asians  conclude  that  uie  United  States  is  in  decline, 
that  it  cannot  solve  its  own  problems,  and  that  it  is  increasingly 
resorting  to  scapegoating  others,  particularly  Asians,  for  its  own 
failures. 

If  the  United  States  is  to  maintain  its  position  of  leadership  in 
the  Pacific  under  the  circumstances  of  the  post-cold  war  world,  its 
style  and  tj^e  of  leadership  must  change.  It  needs  to  develop  new 
multilateral  structures  of  cooperation  and  fresh  attitudes  while  rec- 
ognizing the  enormity  of  its  stakes  in  the  Pacific. 

NEED  TO  REVITAUZE  ASIA-PACIFIC  ALLIANCES 

The  most  important  challenge  for  the  United  States  will  be  to  re- 
vitalize its  Asia-Pacific  alliances  and  particularly  to  forge  a  new 
policy  toward  Japan  that  integrates  security  and  political,  as  well 
as  economic  concerns.  One  of  the  major  foreign  policy  failures  of 
the  Bush  administration  was  its  inattention  to  Japan.  Former  Sec- 
retary of  State  Eagleburger  has,  in  speeches  since  he  left  office, 
twice  conceded  that  the  failure  to  build  more  comprehensive  and 
durable  political  ties  with  Japan  was  one  of  his  biggest  regrets.  The 
single  most  important  test  of  the  Clinton  administration's  foreign 
policy  in  Asia,  in  my  opinion,  will  be  whether  it  makes  a  serious 
effort  to  build  such  ties.  In  recent  years,  the  numerous  shared  po- 
litical, economic  and  security  goals  between  the  two  trans-Pacific 
allies  have  been  lost  in  the  fog  of  trade  disputes  and  endless  argu- 
ments about  minivans  and  semiconductors.  Yet,  without  a  solid 
and  stable  U.S. -Japan  relationship,  there  can  be  no  political  calm 
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in  the  Pacific,  no  substantial  progress  in  opening  global  markets  to 
trade  and  investment,  no  common  policy  toward  China,  and  little 
progress  on  shared  geopolitical  goals  around  the  world,  including 
aid  to  the  former  Soviet  Union.  Over  the  long  run,  a  continuing 
erosion  of  the  U.S. -Japan  relationship  could  lead  to  a  new  security 
threat  to  the  United  States  if  Japan  were  to  cut  itself  loose  from 
the  U.S.  embrace  and  become  a  major  military  power  equipped 
with  nuclear  weapons. 

MAINTAINING  FAVORABLE  BALANCE  OF  POWER 

A  second  priority  closely  related  to  the  first  should  be  for  the 
United  States  to  maintain  a  favorable  balance  of  power  in  the  Pa- 
cific for  itself  and  its  allies  so  that  Japan  will  not  be  tempted  to 
become  a  major  military  power,  a  Japanese-Chinese  rivalry  will  not 
again  become  the  dominant  feature  in  the  region,  the  region  will 
remain  stable,  potential  regional  troublemakers  will  be  deterred,  a 
new  arms  race  will  not  develop,  and  over  the  longer  run  the  Pacific 
will  not  be  dominated  by  a  hegemonic  power. 

To  accomplish  this  goal,  the  United  States  needs  to  maintain  a 
strong  naval  and  air  presence  in  the  Pacific  and  to  have  forces 
flexible  enough  to  deal  with  a  variety  of  contingencies. 

STABILIZING  RELATIONS  WITH  CHINA 

A  third  priority  for  the  United  States  in  the  Pacific  should  be  to 
stabilize  relations  with  China.  A  return  to  Sino-American  con- 
frontation would  be  extremely  destabilizing  for  China's  moderniza- 
tion efforts,  for  stability  in  the  region,  and  for  the  stability  of  the 
post-cold  war  international  order.  China  has  the  capacity  to  harm 
U.S.  interests  in  many  areas  of  the  world,  particularly  in  Asia. 

The  United  States  needs  to  prevent  or  limit  possible  Chinese  ex- 
pansionism by  encouraging  present  trends  toward  a  market  econ- 
omy and  by  integrating  China  into  a  regional  economic  and  secu- 
rity structure.  We  should,  as  Mr.  Harding  has  already  suggested, 
try  to  work  together  with  China  on  issues  where  our  interests  con- 
verge and  to  bargain  hard  and  even  take  sanctions  where  we  have 
significant  differences.  But  blanket  trade  sanctions  are  counter- 
productive because  they  work  against  the  economic  forces  promot- 
ing openness  and  reforms.  Such  sanctions  would  place  U.S.  busi- 
ness at  a  competitive  disadvantage  in  China,  and  more  important, 
they  would  make  it  impossible  to  achieve  a  balance  among  promot- 
ing human  rights,  and  U.S.  economic  and  security  concerns  in  the 
People's  Republic.  Nor  will  they  be  supported  by  our  allies  and 
friends  in  the  region. 

CONTAINING  NUCLEAR  AND  MISSILE  PROLIFERATION 

Another  high  priority  for  the  United  States  in  Asia,  as  elsewhere, 
should  be  the  halting  or  at  least  slowing  of  nuclear  and  missile  pro- 
liferation. This  means  drawing  China  and  North  Korea  into  the  nu- 
clear and  missile  arms  control  regimes.  We  may  shortly  be  heading 
into  a  confrontation  with  North  Korea  on  this  issue.  The  Inter- 
national Atomic  Energy  Agency  has  demanded  to  inspect  two  sus- 
picious sites  and  North  Korea  has  so  far  balked.  If  Pyongyang  con- 
tinues to  refuse,  the  IAEA  will  probably  ask  the  Security  Council 
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to  take  sanctions  against  North  Korea.  This  will  be  an  important 
precedent  for  the  IAEA  and  the  United  States  should  be  prepared 
to  throw  its  full  weight  behind  the  principle  of  challenge  inspec- 
tions. 

DEFUSING  REGIONAL  CONFLICTS 

Another  high  priority  for  the  United  States  in  the  Pacific  should 
be  to  work  together  with  others  to  prevent  or  to  reduce  regional 
conflicts.  There  are  three  principal  sources  of  conflict  in  East  Asia. 
These  are  the  remaining  cases  of  divided  States,  namely,  the  two 
Koreas  and  China-Taiwan;  the  unresolved  territorial  disputes  in 
the  South  China  Sea  and  the  unresolved  dispute  between  Russia 
and  Japan;  and  continuing  uncertainty  that  surrounds  the  UN-bro- 
kered Cambodian  peace  process. 

One  of  the  most  promising  ways  to  defuse  these  conflicts,  as  Bob 
Scalapino  has  suggested,  is  through  developing  a  situation-specific 
set  of  concentric  arcs.  The  first  arc  should  be  composed  of  parties 
directly  involved;  the  second,  of  neighboring  countries  with  impor- 
tant stakes  in  a  peaceful  outcome,  and  the  third,  a  variety  of  re- 
gional and  international  institutions. 

In  the  case  of  Korea,  the  first  arc  is  composed  of  the  two  Koreas. 
The  prime  ministers  of  the  two  states  are  now  meeting  regularly 
and  have  signed  several  agreements,  albeit  with  uneven  results. 

The  second  arc  is  composed  of  the  four  major  powers  long  in- 
volved in  Korea.  All  four  of  them  have  an  interest  in  stability  in 
the  Korean  peninsula,  and  all  have  been  working  to  achieve  that 
goal. 

Beyond  the  four  powers  there  lies  yet  another  arc,  the  possibility 
of  involving  international  bodies  such  as  the  IAEA  in  the  nuclear 
field  and  the  UNDP  in  the  economic  arena.  In  the  China-Taiwan 
case,  the  first  arc  is  again  composed  of  the  two  parties  most  di- 
rectly involved,  the  PRC  and  Taiwan.  Economic  and  cultural  ties 
are  growing  and  a  liaison  body  for  handling  disputes  is  in  place. 

At  the  same  time  a  second  arc  exists,  namely,  the  United  States 
and  Japan,  who  together  have  considerable  military  and  economic 
influence  on  both  parties.  In  the  case  of  the  South  China  Sea  terri- 
torial dispute,  these  issues  have  not  yet  been  seriously  discussed, 
the  first  arc,  however,  is  composed  of  China,  Vietnam,  Taiwan,  and 
the  ASEAN  countries  directly  involved.  The  ASEAN  Post-Ministe- 
rial Conference  would  be  the  logical  second  arc.  The  United  States 
and  Japan  could  play  an  important  diplomatic  role  in  the  third  arc. 

In  the  Cambodian  case,  the  first  arc  has  been  the  four  competing 
Khmer  factions  supported  by  a  second  arc  of  China  and  Vietnam. 
Another  arc  has  been  composed  of  ASEAN  members  and  Japan,  as 
well  as  the  Perm  5  at  the  U.N.  It  was  this  combination  of  forces 
which  produced  the  UN-brokered  peace  effort  in  Cambodia  and 
which  made  preparations  for  the  forthcoming  elections  in  May.  Un- 
fortunately, the  Khmer  Rouge  now  seems  to  have  withdrawn  from 
the  peace  process  and  this  may  lead  to  a  resumption  of  the  civil 
war. 

Even  if  there  is  a  resumption  of  the  civil  war,  however,  the  peace 
process  has  achieved  some  positive  results.  Hundreds  of  thousands 
of  Cambodian  refugees  have  been  repatriated,  more  than  4  million 
Cambodian  voters  have  been  registered  for  the  election  to  be  held 
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in  May,  the  Khmer  Rouge  is  now  isolated,  and  the  election  will 
pave  the  way  for  a  legitimate  Government  of  Cambodia  that  can 
gain  international  recognition  and  assistance. 

In  the  case  of  the  Russo-Japanese  territorial  dispute,  only  the 
two  powers  directly  concerned  are  now  involved,  but  the  United 
States  and  the  European  Community  could  influence  developments 
and  the  United  States  should  try. 

In  sum,  for  resolving  or  preempting  regional  conflicts  in  Asia,  the 
United  States  should  encourage  a  variety  of  bilateral  and  multilat- 
eral negotiations  among  the  interested  parties.  This  situation-spe- 
cific, concentric  arc  approach  should  be  supplemented,  however,  by 
broader  regional  and  subregional  security  dialogues  that  would  in- 
clude all  the  powers  in  the  region,  especially  China.  One  purpose 
of  such  regional  security  dialogues  would  be  to  reduce  the  likeli- 
hood that  Japan  or  any  other  regional  power  might  feel  the  need 
to  develop  the  capacity  to  project  military  power  within  the  region 
as  the  U.S.  military  presence  declines. 

Another  purpose  of  such  a  forum  could  be  to  address  cost-sharing 
for  regional  security  on  a  multilateral  basis.  Still  another  purpose 
would  be  to  promote  arms  control  and  transparency,  and  to  prevent 
regional  conflicts.  The  time  is  now  right  for  a  North  Pacific  security 
dialogue  which  would  include  the  four  major  powers  along  with  the 
two  Koreas,  China  and  Mongolia. 

RELATIONS  WITH  REMAINING  LENINIST  STATES 

There  is  another  broad  challenge  that  the  United  States  faces  in 
the  Pacific.  It  is  one  to  which  I  have  already  alluded;  that  is,  the 
challenge  of  dealing  with  the  remaining  Leninist  states:  China, 
North  Korea  and  Vietnam.  The  future  policies  of  these  three  Len- 
inist states  will  be  one  of  the  critical  factors  determining  whether 
Asia  remains  stable  in  the  years  ahead.  The  Asian  neighbors  of 
these  three  states  hope  for  a  gradual  economic  and  political  liberal- 
ization. They  want  neither  a  plunge  into  chaos  nor  a  rigid  type  of 
authoritarianism. 

The  United  States  needs  to  consult  closely  with  its  Asian  allies 
and  friends  about  how  to  develop  policies  toward  these  three  Len- 
inist regimes  that  will  encourage  such  gradual  liberalization.  Al- 
ready there  is  considerable  movement  toward  a  market  economy  in 
China  and  Vietnam,  and  in  North  Korea  there  are  indications  that 
some  in  the  leadership  see  no  alternative  but  to  move  in  such  a  di- 
rection. Because  it  is  impossible  to  combine  an  open  economy  with 
a  closed  polity,  pressures  for  political  liberalization  are  bound  to 
grow  as  economic  reform  in  a  market  economy  continues. 

Although  there  is  no  immediate  and  direct  relationship  between 
economic  development  and  political  reform,  the  East  Asian  experi- 
ence suggests  that  in  the  long  run  economic  growth  in  a  market 
economy  fosters  a  more  open  and  democratic  society.  This  has  been 
the  case  in  Taiwan  and  South  Korea. 

The  major  task  for  the  West  therefore  should  be  to  support  con- 
structive change  in  the  Leninist  states  through  various  forms  of 
economic,  political  and  cultural  interaction.  We  should  try  to  draw 
these  countries  into  a  wide-ranging  dialogue  on  the  principal  issues 
relating  to  security  and  development.  Isolating  them  will  only  feed 
the  cause  of  extremism. 
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It  is  largely  for  this  reason  that  I  advocate  renewing  high  level 
dialogue  with  China,  including  the  Chinese  military;  lifting  the  em- 
bargo against  Vietnam,  which  none  of  our  friends  and  allies  any 
longer  support;  and  establishing  regular,  high-level  dialogue  with 
North  Korea. 

I  am  going  to  omit  the  final  section  of  my  written  testimony  on 
economic  strategy  in  the  Pacific,  which  essentially  urges  the  United 
States  to  develop  a  more  coherent  policy  to  promote  exports. 

Thank  you  very  much. 

Chairman  Hamilton.  Thank  you,  Professor  Zagoria. 

[The  prepared  statement  of  Mr.  Zagoria  appears  at  the  conclu- 
sion of  the  hearings.] 

Chairman  Hamilton.  Mr.  Luttwak. 

STATEMENT  OF  EDWARD  LUTTWAK,  DIRECTOR,  GEO  ECONOM- 
ICS, CENTER  FOR  STRATEGIC  AND  INTERNATIONAL  STUD- 
IES 

Mr.  Luttwak.  Thank  you,  Mr.  Chairman,  members  of  the  com- 
mittee. I  don't  want  to  outrage  the  well-known  modesty  of  Con- 
gress, but  I  have  to  agree  with  Mr.  Harding  that  there  has  been 
a  very  beneficial  interaction  between  the  characteristic  preoccupa- 
tions of  the  executive  branch  and  the  functioning  of  Congress  to  re- 
flect a  reality,  which  is  the  American  refusal  to  view  the  outside 
world  through  a  narrow,  materialistic  perspective,  whether  that  is 
a  security-oriented  or  an  economic  one.  It  is  in  that  vein  that  I 
want  to  answer  the  three  questions  put  in  the  letter. 

POUCY  TOWARD  INDIA 

First,  about  the  current  situation  as  I  see  it,  without  repeating 
anything  previously  said  here,  in  India,  not  so  far  mentioned,  the 
world's  largest  democracy,  we  should  follow  carefully  a  great  strug- 
gle to  maintain  democracy  in  the  face  of  communal  strife. 

We  see  also  a  new  struggle  to  liberalize  an  economy  that  was  in- 
fluenced by  the  baneful  theories  of  socialism  in  the  British  manner 
of  4  years  ago.  We  have  not  focused  on  it,  largely  because  we  have 
not  been  in  conflict  with  India  nor  allied  with  India.  Nevertheless, 
there  is  no  need  to  go  into  great  detail  to  explain  that  this  large 
slice  of  humanity  cannot,  in  fact,  decline  in  distress  without  wider 
consequences,  even  though  the  conflictual  consequence  have  always 
been  confined  to  the  region.  Indio-Pakistan  warfare  never  quite  be- 
came a  cold  war  phenomenon,  and,  of  course,  India  as  a  democracy 
has  exercised  characteristic  restraint  in  using  its  superior  military 
power  that  is  the  mark  of  democracies. 

In  that  regard,  there  is  a  very  serious  complication,  which  I  will 
refer  to  again  in  the  Chinese  context  because  of  the  Tibet  issue. 
The  fact  of  the  matter  is  that,  regardless  of  its  disposition,  the  mili- 
tarization of  Tibet  has  created  a  Himalayan  Front  which  is  now 
quiescent,  between  India  and  China,  whose  relations  have  greatly 
improved,  but  it  has  also  really  created  a  wider  cross-Himalayan 
Front  where  there  is  fighting  almost  every  day  until  now  between 
India  and  Pakistan.  That  is  an  unfortunate  particular  develop- 
ment. 


114 


PAIiADOX  OF  CHINA 


In  regard  to  China,  without  repeating  what  we  have  heard,  we 
face  a  paradox  and  a  contradiction.  On  the  one  hand,  the  tremen- 
dous economic  growth  which  is  spreading  through  certain  coastal 
parts  of  China  is  bringing  with  it,  in  addition  to  all  the  other 
things  mentioned,  a  very  great  increase  in  human  dignity.  A  lot  of 
Chinese  are  being  lifted  out  from  humble  and  sordid  and  miserable 
existences  into  doing  things  which  are  far  more  dignified.  They  are 
also  being  given  hope. 

So,  what  China  is  doing  in  its  totality,  private  enterprise  in 
China,  insofar  as  the  government  allows  it  to  happen,  is  very  great 
progress  for  human  dignity.  On  the  other  hand  the  Chinese  govern- 
ment continues  to  be  the  chief  remaining  advocate,  in  effect,  of  re- 
jection of  human  dignity  in  its  overall  polity.  This  morning,  pos- 
sibly because  of  these  very  hearings,  Mr.  Wang  and  Mr.  Gao  were 
released  prematurely  in  China.  I  think  an  announcement  has  been 
made,  or  will  soon  be  made.  They  were  released,  and  this  in  itself 
is  a  very  good  development  for  these  two  students,  who,  of  course, 
were  the  two  students  of  the  Tiananmen  incident,  also  shows  the 
type  of  manipulative  behavior  that  we  are  dealing  with.  You  have 
an  audience.  You  have  a  Congress  watching  you.  Let's  play  with 
them. 

We  used  to  live  in  a  world  in  which  this  sort  of  attitude  was  com- 
mon. It  no  longer  is,  and  our  attitude  to  China  must  mark  that 
fact. 

SUCCESSES  IN  U.S.  ASIAN  POLICY 

When  we  turn  to  ASEAN,  Korea,  Taiwan,  that  whole  area,  I 
think  we  can  congratulate  ourselves  in  seeing,  generally  speaking, 
an  advance  on  two  legs:  economic  development  and  political  devel- 
opment, economic  progress  and  progress  toward  democratization.  I 
would  also  add,  perhaps  one  can  say  on  three  legs  because  it  is  as 
important  in  the  longer  term,  in  the  more  global  term,  a  3-leg  de- 
velopment because  of  rising  environmental  consciousness. 

We  not  only  have  a  belated  but  certainly  massive  environmental 
correction  program  in  a  rich  place  like  Taiwan,  done  by  the  govern- 
ment of  which  great  things  may  be  expected,  but  it  is  particularly 
heart-warming  to  see  the  Thai  peasants  who  20  years  ago  were  en- 
tirely foreign  to  the  idea  that  you  did  anything  with  nature  but  to 
predate  on  it,  to  find  Thai  peasants  understanding  the  need  to  pro- 
tect the  environment.  So  this  is  a  wonderful  development,  I  think, 
overall  in  this  ASEAN-Taiwan-Korea  area  that  we  should  con- 
gratulate ourselves  on. 

And  then,  of  course,  there  is  the  exception.  I  mean  Burma.  Those 
of  you  who  have  been  to  Burma,  that  is  the  magic  land  of  Asia.  It 
is  also  now  a  tragic  land.  It  is  not  the  only  one — Laos,  Vietnam, 
and  so  on.  Professor  Zagoria  did  not  include  Laos  as  one  of  the  re- 
sidually  Leninist  systems.  Anyone  who  knows  Laos,  to  call  that 
place  Leninist  is  really  absurd. 

RISE  OF  GEOECONOMICS 

But  what  we  have  here  is  simply  this.  This  whole  vast  part  of 
the  planet  used  to  be  a  region  where  human  rights  and  democ- 
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racies  were  rejected,  denied  and  philosophically  opposed,  and  now 
they  have  become  the  norm  except  for  those  particular  exceptions. 
Standing  back  from  it,  what  we  see  is  a  massive,  a  huge  decline 
in  what  you  call  geopolitics  in  the  whole  of  Asia.  The  role  of  mili- 
tary power  and  diplomacy  fade.  The  rise  is  in  what  I  would  call 
geoeconomics,  which  is  the  logic  of  conflict  and  the  glamour  of  com- 
merce as  ambitions.  There  are  still  nations,  there  are  still  national 
ambitions  but  they  are  translated  from  the  ambition  of  controlling 
territory  by  military  power  or  diplomacy  to  achieving  industrial 
success.  Not  just  enrichment,  but  the  ability  to  make  things  and 
design  things.  It  is  not  just  a  question  of  money,  it  is  a  question 
of  making  your  own  computers,  selling  your  own  486-25  SLC  com- 
puter and  not  a  knock-off.  This  is  the  sort  of  thing  we  are  seeing. 
A  different  ambition  reflects  a  meritocratic  ambition,  a  professional 
ambition. 

Japan  deserves  great  credit  for  this.  Japan  is  the  country  that 
proposed  the  geoeconomic  model,  proposed  the  post-military  model. 
Clearly  it  is  influencing  everybody,  including  China. 

The  second  question  is  what  U.S.  policy  is.  In  sum,  briefly,  clear- 
ly a  mix  of  fading  cold  war  exigencies,  cold  war  leftovers  together 
with  new  preoccupations.  In  the  visit  of  President  Bush  to  Japan 
we  could  see  with  the  naked  eye,  as  it  were,  a  turning  point.  It  was 
a  painful  turning  point.  It  was  clearly — it  was  evident  that  Presi- 
dent Bush  would  have  been  much  more  comfortable  in  talking 
about  regional  security,  military  bases,  and  so  on.  He  was  instead 
forced  to  open  a  Toys  R  Us  shop  in  a  manner  that  many  people 
thought  was  undignified,  but  he  was  certainly  forced  to  raise  eco- 
nomic issues.  You  could  really  see  the  tanker  turning  around  from 
a  purely  geopolitical  perspective  in  which  the  economic  dimensions 
were  lowly  concerns  of  tradesmen  and  the  aristocrats  spoke  about 
strategy  and  security.  This  had  to  change. 

SAFEGUARDING  U.S.  ECONOMIC  INTERESTS 

Now,  finally  on  the  great  question,  which  is  what  U.S.  policy 
should  be,  I  think  that  I  would  like  to  build  on  the  comments  of 
Mr.  Courtis  and  Mr.  Harding  and  Professor  Zagoria  as  well.  I 
would  perhaps  state  it  in  a  slightly  different  way.  There  is  defi- 
nitely a  perception  of  the  United  States  in  Asia  which  is  creating 
problems  in  itself  Those  of  you  who  visit  the  area — those  of  us  who 
visit  the  area  encounter  commentary  across  the  table,  not  in  a  for- 
mal setting  but,  perhaps,  alongside  the  bar,  commentary  whereby 
the  United  States  and  the  American  people  are  increasingly  being 
referred  to  in  the  terms  and  with  the  adjectives  that  Juvenal  ap- 
plied to  Rome.  This  is  not  merely  a  question  of  a  slowing  economy. 
This  is  not  merely  economic  incompetence,  but  it  is  also  presented 
as  moral  degeneration — ^in  sum,  as  corruption.  In  that  regard,  the 
lobbying  in  Washington,  the  fact  that  distinguished  Americans  who 
have  been  given  a  position  of  high  honor  in  public  service  turn 
around  and  for  money  work  to  safeguard  the  interests  of  foreign 
economic  entities  is  seen — in  this  geoeconomic  world,  as  an  ulti- 
mate corruption,  truly  of  Juvenal  nature. 

The  other  aspect,  and  here  I  don't  agree  with  Professor  Zagoria — 
I,  in  fact^  agree  with  Mr.  Harding  and  especially  Mr.  Courtis — that 
the  United  States  has  to  show  competence  in  safeguarding  its  eco- 
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nomic  interests.  Now,  we  all  know  that  in  the  1940's  after  the  war 
we  were  safeguarding  our  national  interests  by  disregarding  our 
economic  interests.  We  were  very  rich.  They  were  very  poor.  We 
were  afraid  they  would  go  Communist,  so,  of  course,  we  let  them 
have  space  in  a  U.S.  market  so  that  they  would  be  better  off  and 
not  go  Communist.  In  the  1950's  they  were  still  very  poor,  we  were 
still  very  rich,  and  we  were  building  up  their  economic  strength  as 
a  base  for  strategic  development  and  that  also  made  sense. 

The  fact  is  that  the  continuation  of  these  attitudes  into  the 
present  is  seen  as  a  mark  of  weakness  and  incompetence,  and 
when  the  factor  of  "lobbying"  is  introduced  there  is  the  element  of 
corruption. 

Finally,  they  see  a  pattern  above  corruption  whereby  every  time 
the  United  States  is  on  the  verge  of  engaging  in  serious  economic 
negotiations,  let's  say  with  Japan,  really  pursuing  the  structural 
impediments  initiative  or  something  of  that  sort,  something  hap- 
pens on  the  world  scene.  At  that  point  the  United  States  drops 
these  negotiations  and  turns,  gun  in  hand,  to  get  involved  in  the 
next  international  crisis.  Then  you  factor  in  what  I  think  is  a  mat- 
ter of  capital  importance  to  be  repeated  a  hundred  times,  which  is 
the  question  of  tne  U.S.  savings  rate.  With  a  7  percent  savings  rate 
or  5  percent  savings  rate  versus  a  30  percent  savings  rate,  the  na- 
ture of  the  future  is  very  evident.  Yankee  peasants,  or  farmers, 
used  to  know  exactly  how  to  compute  that. 

We  have  to  show,  therefore,  competence,  toughness  in  safeguard- 
ing our  economic  interests,  our  failure  to  do  so  not  only  hurts  us 
materially  in  regard  to  those  interests,  but  also  damages  our  pres- 
tige. We  are  seen  to  be  too  corrupt,  too  distracted,  too  out  of  it  to 
look  after  our  ownself. 

PROMOTING  HUMAN  AND  CULTURAL  RIGHTS 

The  other  question  is  human  rights.  First  of  all,  there  no  longer 
is  a  convincing  argument,  as  there  used  to  be  and  you  will  still  find 
in  books  that  fill  our  libraries,  according  to  which  there  is  a  dif- 
ferent way  that  is  philosophically  equivalent  and  eaual — the  Confu- 
cian way,  or  proto-Confucian,  neo-Confucian — which  purports  to  be 
as  good  as  our  way.  Young  Asians  at  any  rate  seem  quite  unani- 
mous— including  East  Asians,  including  Chinese — all,  in  fact,  reject 
the  argument  fact  that  there  is  such  a  third  way  or  different  sec- 
ond way.  There  is  only  one  way  to  accomplish  human  dignity,  and 
that  is  precisely  our  concept  of  human  rights,  our  concept  of  democ- 
ratization, which,  of  course,  is  not  ours  at  all  but  belongs  to  the 
common  heritage  of  mankind. 

In  that  regard,  yes,  there  is  Burma,  and  Burma  is  a  tragedy.  And 
Vietnam  has  still  not  settled  the  question,  but  clearly  China  is  the 
big  one.  China  is  the  big  one  not  only  in  its  dimensions  but  also 
because  of  the  fact  that  we  do  have  a  government  which  as  well 
as  doing  all  kinds  of  wonderful  things  is  also,  in  fact,  actively  defy- 
ing the  world  on  this  matter  and  manipulating  it,  as  it  did  again 
this  morning. 

There  is  also  a  further  issue  in  the  context  of  China,  and  that 
is  that  here  we  are  dealing  not  only  with  human  rights  but  with 
cultural  rights.  A  world  which  is  so  greatly  concerned  with  protect- 
ing the  tiger,  a  world  which  applauds  the  Indian  Government  and 
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its  authorities  for  protecting  tigers  at  the  expense  of  villagers  is 
surely  a  world  whicn  ought  to  be  concerned  with  protecting  cultural 
rights.  Not  state  national  rights,  but  cultural  ethnic  rights.  The 
Uighurs  are  a  large  people,  they  are  not  a  tiny  people.  We  are  talk- 
ing 10  million  Uighurs.  And  the  Tibetans.  And,  of  course,  these  are 
the  other  minorities  in  China  whose  cultural  rights  are  not  always 
suppressed  or  extinguished,  but  they  are  variously  violated,  limited 
and  constrained.  Proliferation  is  a  concern.  Of  course,  we  recognize 
and  applaud  the  fact  that  Beijing,  that  China  has  joined  in  this 
post-military  vocation  and  is  most  restrained  in  using  its  great 
military  power  in  dealing  with  its  neighbors  with  which  it  has  trou- 
bles, like  Vietnam.  So  we  recognize  that,  but  we  must  not  walk 
away  from  the  challenge  of  upholding  our  vision  of  human  rights, 
which  again  is  not  ours  but  is  shared  by  the  world  in  which  the 
younger  Chinese  are  co-equal  participants. 

Thanks  very  much. 

Chairman  Hamilton.  Thank  vou,  Mr.  Luttwak. 

We  will  go  to  questions  now,  beginning  with  the  Chairman  of  the 
Subcommittee  on  Asia  and  the  Pacific,  Mr.  Ackerman,  and  the 
ranking  member,  Mr.  Leach.  Then  we  will  follow  the  order  of  those 
who  were  here  first. 

Mr.  Ackerman. 

EVALUATING  SUCCESSES  AND  FAILURES  IN  U.S.  POLICY 

Mr.  Ackerman.  Thank  you  very  much,  Mr.  Chairman,  for  hold- 
ing this  hearing.  And  welcome  to  the  panel.  Thank  you  for  your  ex- 
cellent testimony.  First,  a  general  question  for  each  on  the  panel, 
if  you  would. 

With  respect  to  U.S.  policy  in  Japan,  on  the  Korean  peninsula 
and  in  China,  if  you  had  to  make  a  quick  chart,  a  couple  of  points, 
what  went  right  with  our  policy  in  each  of  these  areas  and  what 
went  wrong?  And  maybe  we  could  start  just  from  left  to  right  with 
Mr.  Courtis. 

NEED  TO  JUSTIFY  CONTINUED  STRATEGIC  PRESENCE  IN  ASIA 

Mr.  Courtis.  Well,  in  Korea  and  in  Japan  what  went  right  with 
our  policies  over  the  last  45  years  was  that  our  objective  was  to 
build  strong,  stable  market-driven  economies  and  that  has  been  ex- 
tremely successful. 

What  has  been  right  in  our  policies  in  dealing  with  China,  poli- 
cies that  have  been  inconsistent,  over  the  last  decade  at  any  rate, 
is  that  somehow  we  participated  and  contributed  to  this  emergence, 
this  shift  of  China  slowly  toward  a  market-driven  economy. 

But  the  conditions  that  made  our  policies  successful  in  Japan 
and  Korea  over  the  past  40  years  no  longer  exist.  One,  our  eco- 
nomic preeminence  is  now  in  question;  and  two,  the  strategic  issues 
that  kept  America  so  permanently  anchored  in  Asia  also  have 
changed.  At  some  point,  it  is  difficult  to  predict  when,  the  two  Ko- 
reas will  probably  decide  to  live  together.  One  of  the  first  clauses 
in  that  agreement  would  be  that  foreign  troops  withdraw  from  the 
peninsula.  At  that  instant  our  political  rationale  for  our  continued 
strategic  presence  in  Japan  would  be  transformed  overnight.  In- 
deed, it  would  become  difficult  at  that  point  to  justify  politically  the 
maintenance  of  America's  strategic  presence  in  Japan.  That  then 
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would  set  the  whole  region  on  course  for  great  instability,  I  submit, 
and  that  is  why  I  believe  it  is  urgent  today  for  America  to  begin 
to  develop  a  new  political  rationale  for  its  continued  strategic  pres- 
ence in  the  region. 

Mr.  ACKERMAN.  Mr.  Harding. 

CRITICISM  OF  U.S.  RESPONSE  TO  TIANANMEN  SQUARE 

Mr.  Harding.  Mr.  Ackerman,  could  I  ask  you  what  timeframe 
you  are  talking  about  for  this  evaluation?  Mr.  Courtis'  answer  cov- 
ered the  last  45  years. 

Mr.  Ackerman.  You  mean  for  your  response  or  the  policy  over 
how  many  years? 

Mr.  Harding.  Over  how  many  years. 

Mr.  Ackerman.  Let's  talk  about  the  past  decade. 

Mr.  Harding.  OK  I  think,  obviously,  much  has  gone  right.  Let 
me  focus  on  some  of  the  things  that  I  think  have  gone  wrong  in 
each  case,  starting  with  China,  which  I  know  the  most  about. 

I  think  that  what  happened  here  was,  perhaps,  for  Americans  to 
become  overly  optimistic  about  developments  in  China  in  the 
1980's,  to  project  forward  very  positive  reforms,  and  to  fail  to  ap- 
preciate the  obstacles  that  China  faces  as  it  tries  to  move  toward 
a  more  modem  and  more  open  society,  political  system  and  econ- 
omy. 

I  think  that  the  most  serious  mistake,  however,  was  the  effort  by 
the  Bush  administration  for  a  year  and  a  half  after  the  Tiananmen 
crisis  of  June  1989,  to  sustain  too  much  of  the  policy  of  the  past 
and  not  give  voice  to  the  outrage  that  Members  of  Congress  and 
members  of  the  American  public  felt  about  developments  in  China. 
We  are  still  grappling  with  the  legacy  of  that  policy  failure. 

With  regard  to  Korea,  I  think  that  the 

Mr.  Ackerman.  I  don't  understand.  How  would  you  have  given 
voice  to  that  policy? 

Mr.  Harding.  I  think  that  we  simply  needed  at  that  time  several 
things  differently.  First  of  all,  I  think  we  needed  a  ringing  Presi- 
dential statement  after  Tiananmen  which  would  have  simply  said 
what  Americans  felt.  That  what  happened  on  the  night  of  June  3rd 
and  4th  was  an  outrage  and  that  Americans  could  not  return  to 
business  as  normal  with  China.  To  the  best  of  my  recollection, 
there  was  no  such  Presidential  statement  ever  made. 

Secondly,  I  think  that  the  President  could  have  taken  a  more  co- 
operative attitude  to  work  with  Congress  toward  a  reasonable  legis- 
lative response. 

And  thirdly,  I  think  it  was  a  mistake  on  the  one  hand  to  say  we 
would  not  have  high  level  diplomatic  contact  with  China,  and  then 
at  the  same  time  send  secretly  to  Peking  two  high  level  representa- 
tives. 

So  those  are  the  kinds  of  mistakes  that  I  think  were  made.  I 
think  they  gave  both  the  Chinese  and  the  American  public  the 
wrong  impression  about  American  policy. 

implications  of  proposal  for  KOREAN  TROOP  WITHDRAWAL 

Now,  with  regard  to  Korea,  I  think  that  the  biggest  mistake  that 
was  almost  made  was  the  Korean  troop  withdrawal  plan  of  Jimmy 
Carter  in  the  early  part  of  his  administration.  As  you  know,  the 
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plan  was  never  implemented,  but  it  has  given  rise  to  continued 
concern  in  Korea  that  the  United  States  might  precipitously  with- 
draw its  military  forces  or  to  scale  them  back  below  the  level  re- 
quired by  the  strategic  realities  of  the  Korean  peninsula. 

U.S.  LACKS  COMPREHENSIVE  FOREIGN  ECONOMIC  POLICY 

With  regard  to  Japan,  I  think  the  main  problem  is  the  one  that 
Mr.  Courtis,  Mr.  Luttwak,  and  Mr.  Zagoria  have  all  talked  about: 
the  lack  of  a  comprehensive,  effective  American  policy  for  economic 
renewal  at  home  and  the  lack  of  a  comprehensive  American  policy 
with  regard  to  foreign  economic  relationships.  That  is  a  problem 
that  goes  far  beyond  Japan,  but  it  is  the  failure  to  develop  such  a 
policy  that  I  think  is  the  root  cause  for  our  difficulties  with  Japan. 

LACK  OF  ATTENTION  TO  JAPAN 

Mr.  Zagoria.  Let  me  also  focus  on  that  has  gone  wrong  because 
I  think  we  could  all  say  a  lot  about  what  has  been  right. 

I  would  say  on  Japan,  in  addition  to  what  has  just  been  said 
about  the  lack  of  a  comprehensive  policy  that  tries  to  integrate  eco- 
nomic as  well  as  security  and  political  objectives — that  the  failure 
of  the  past  4  years  has  been  simply  a  lack' of  attention  to  Japan. 
According  to  Don  Oberdorfer,  former  Secretary  of  State  Baker 
spent  2  nights  in  Japan  during  the  4  years  of  the  Bush  administra- 
tion. I  think  that  is  an  indication  of  the  priorities  of  the  Bush  ad- 
ministration. Those  priorities  were  quite  different  from  the  prior- 
ities of  the  Reagan  administration  where  for  8  years  you  had  an 
Assistant  Secretary  of  State  for  East  Asia  complemented  by  a  num- 
ber of  mid-level  officials  in  the  Pentagon  and  elsewhere,  and  people 
in  the  National  Security  Council,  many  of  them  Japan  specialists, 
who  placed  enormous  attention  to  cultivating  the  U.S. -Japan  rela- 
tionship, and  the  result  was  obvious.  So  I  would  say  neglect  was 
the  first  thing  that  was  wrong  during  the  Bush  administration. 

INATTENTION  TO  KOREA  PROBLEM 

As  far  as  Korea  is  concerned,  I  would  say  here  again  what  trou- 
bles me — and  this  is  not  just  the  past  4  years,  this  has  been  true 
for  as  long  as  I  can  remember — an  inattention  to  trying  to  bring 
about  a  peaceful  resolution  of  the  Korean  problem.  Compare  the 
number  of  trips  that  our  Secretaries  of  State  make  to  the  Middle 
East  with  the  number  of  trips  that  they  make  to  Korea  or  the  at- 
tention paid  to  trying  to  resolve  the  Korean  problem,  yet  we  have 
40,000  troops  in  Korea.  Surely  a  new  Korean  war  would  be  just  as 
dangerous  to  the  United  States  as  a  new  Middle  Eastern  war.  Yet 
we  virtually  ignore  this  issue  in  terms  of  time  spent  on  it. 

And  I  would  add  to  that  the  virtual  lack  of  a  dialogue,  of  an  offi- 
cial dialogue  with  North  Korea.  We  mav  not  like  the  North  Kore- 
ans. We  may  despair  of  their  regime,  all  of  us  do.  But  one  has  to 
talk  with  them.  We  have  a  dialogue  with  them  in  China.  I  have 
talked  to  our  State  Department  people  in  China  who  dialogue  with 
the  North  Koreans.  They  say  it  is  a  completely  perfunctory,  useless 
exchange. 

The  North  Koreans  now  have  a  high  level  official  at  the  United 
Nations.  It  is  a  short  trip  from  Washington  to  New  York,  but  so 
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far  in  a  year  we  have  only  had  one  meeting  between  a  Deputy  As- 
sistant Secretary  and  the  North  Koreans.  I  think  this  is  another 
example  of  a  lack  of  attention  to  the  area. 

LACK  OF  DIALOGUE  WITH  CHINESE  MILITARY 

And,  as  far  as  China  is  concerned,  I  think  again  one  of  the  mis- 
takes was  cutting  off  dialogue,  particularly  with  the  Chinese  mili- 
tary, which  is  one  of  the  most  powerful  forces  in  the  country. 
Again,  there  are  many  things  one  can  disapprove  of  about  the  Chi- 
nese political  system  and  about  Chinese  foreign  policy,  but  one 
must  talk  to  people  in  order  to  try  to  get  them  to  come  around  to 
your  point  of  view. 

So  those  are  some  of  the  things  I  would  suggest. 

SUCCESS  IN  ASIAN  GEOPOLITICS 

Mr.  LUTTWAK.  I  think  generally  we  have  done  the  geopolitics 
very  well  over  40  years  in  regard  to  the  greatest  Asian  military 
power — the  former  Soviet  Union.  We  have  done  the  geoeconomics 
rather  poorly. 

We  have  done  the  geopolitics  very  well  with  regard  to  China  be- 
cause the  United  States  managed  to  have  a  strategic  relationship 
with  China,  balancing  the  Soviet  Union  to  some  degree,  without 
triggering  a  conflict.  As  of  now,  we  are  very  conscious  of  Chinese 
leverage  over  us  because  of  the  Chinese  ability  to  proliferate. 

U.S.  FAILURE  TO  USE  ECONOMIC  LEVERAGE 

But  we  are  not  conscious  of  the  enormous  leverage  we  have  just 
acquired  over  the  Chinese  in  regard  to  the  very  same  things.  We 
can  now  say  something  to  the  Chinese  we  could  never  say  before, 
which  is,  you  can  either  sell  billions  of  dollars  worth  of  underwear 
to  us  and  Europe  or  you  can  sell  a  few  tens  of  millions  of  dollars 
of  weapons  in  dangerous  parts  of  the  world.  That  gives  us  enor- 
mous leverage. 

America  used  to  be  a  great  trading  and  com.mercial  nation.  We 
acquired  the  strategic  vocation.  We  learned  to  become  master 
geopoliticians.  But  we  have  failed  at  using  our  economic  leverage. 
In  regard  to  China,  which  I  mentioned.  In  regard  to  Korea,  the 
same  thing.  If  you  want  to  open  a  U.S.  auto  distributorship  in 
Seoul,  Korea,  you  have  no  protection  from  those  40,000  U.S.  troops. 
In  regard  to  Japan,  if  one  just  opens  up,  looks  into  the  details  of 
any  of  these  great  negotiations  like  the  SII — the  structural  impedi- 
ments initiative — what  you  see  is  a  pattern  of  weakness,  inatten- 
tion, lack  of  high  level  support,  as  Professor  Zagoria  points  out,  but 
also  a  sense  of  ignorance. 

U.S.  LACKS  GEOECONOMIC  STRATEGY 

One  of  the  big  things  is  we  have  been  pressing  the  Japanese  on 
is  to  license  supermarkets.  The  large  Japanese  corporations  shall 
be  the  owners  of  the  supermarkets  and  will  fill  those  supermarkets 
with  their  goods,  the  great  conglomerates  and  some  keiretsus.  They 
are  using  the  United  States  as  the  mercenary,  attacking  the  8-9 
million  small  shopkeepers  of  Japan  and  saying,  well,  we  have  to 
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now  license  supermarkets.  We  have  to  destroy  you  and  take  away 
your  living.  That  is  because  of  the  Americans. 

So  what  we  have  is  an  American-invented  negotiation  called 
SII — the  Structural  Impediments  Initiative — being  successfully  ma- 
nipulated by  Japanese  big  business  to  pursue  and  to  achieve  busi- 
nesses' goals,  and  what  we  get  out  of  it  is  the  odium  of  the  dispos- 
sessed by  such  measures,  and  we  get  no  benefit  from  it. 

So  I  would  say  the  overall  pattern  is  greater  geopolitics,  lousy 
geoeconomics.  We  happen  to  live  in  geoeconomic  times. 

ECONOMIC  ADVANTAGE  OF  STRATEGIC  PRESENCE 

Mr.  Zagoria.  Could  I  just  add  one  comment?  I  completely  agree 
with  what  Ed  Luttwak  just  said,  and  I  would  like  to  say  that  there 
is  a  relationship  between  our  strategic  presence  in  Asia  and  the  po- 
tential for  economic  leverage  which  I  don't  think  we  exploit.  For  ex- 
ample, in  Korea  there  have  been  a  number  of  stories  in  the  Wall 
Street  Journal  suggesting  that  our  Ambassador  in  Korea  has  been 
able  to 

Mr.  ACKERMAN.  I  am  sorry.  When  you  say  our  strategic  position, 
do  you  mean  our  military  position? 

Mr.  Zagoria.  In  part,  yes.  Our  forward  deployment,  our  alli- 
ances, our  navy.  In  Korea,  our  Ambassador,  Don  Gregg,  is  re- 
garded, because  of  our  strategic  position,  as  one  of  the  most  power- 
ful men  in  the  country,  and  Korean  businessmen  listen  to  him 
when  he  talks  to  them.  He  has  spent  a  lot  of  his  time  over  the  past 
2  years  telling  the  Koreans  that  they  have  got  to  start  doing  more 
business  with  American  companies,  and  he  nas  been  very  success- 
ful in  doing  this. 

Similar  things  have  happened  in  other  parts  of  the  region.  But 
I  think  there  is  a  relationship  that  needs  to  be  noticed  between  the 
fact  that  we  are  the  leading  strategic  power  in  the  region  and  the 
fact  that  from  this  we  could  derive  considerable  economic  leverage 
if  we  had  a  coherent  policy  to  exploit  that  strategic  presence. 

Chairman  Hamilton.  Mr.  Leach. 

ONGOING  DISPUTE  OVER  CHINA  POLICY 

Mr.  Leach.  Thank  you,  Mr.  Chairman.  Because  this  is  our  first 
hearing  on  Asia  the  minority  would  like  to  take  this  opportunity 
to  congratulate  Mr.  Ackerman  for  his  ascension  to  the  chairman- 
ship. I  would  also  stress  that  we  intend  to  be  a  very  competitive 
minority  in  the  sense  that  we  want  to  make  this  the  greatest  model 
of  bipartisan  cooperation  of  any  subcommittee  of  the  Congress,  and 
so  I  nope  the  majority  is  aware  of  that. 

As  members  understand 

Mr.  Ackerman.  We  are  up  for  the  challenge. 

Mr.  Leach.  Fair  enough.  Change  is  the  mantra  of  the  moment 
in  domestic  politics.  But  it  strikes  me  that  in  foreign  affairs,  and 
perhaps  Asia  in  particular,  there  is  a  case  that  continuity  ought  to 
be  stressed  as  well.  We  all  recognize,  of  course,  that  the  cold  war 
is  over  and  that  the  world  is  moving  to  geoeconomics  from  geo- 
politics. But  it  would  seem  that  in  the  Pacific  Rim  in  general  that 
a  commitment  to  an  open,  multilateral  trading  system  is  crucial.  It 
would  also  seem  that  with  China  in  particular  a  commitment  to  an 
open  door  has  been  both  historically  wise  and  is  also  very  critical 
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to  stability  in  East  Asia.  If  there  is  consensus  on  a  China  poHcy 
it  is  very  simple.  We  have  enormous  support  for  the  liberalization 
that  is  occurring  economically  in  China,  and  we  have  virtual  Amer- 
ican consensus  opposition  to  the  closed  Leninist  polity  that  still 
governs  their  society. 

But  where  there  is  not  precise  consensus  is  whether  supporting 
the  first  enhances  the  prospect  of  a  more  liberal  system  or  whether 
closing  the  door  on  trade  enhances  the  likelihood  of  a  more  open 
political  system,  and  here  is  where  the  fundamental  difference  in 
distinction  occurs  between  President  Bush's  approach  and  some  of 
the  contrasts  that  were  hinted  at  by  Mr.  Clinton  during  the  cam- 
paign. 

Now,  Mr.  Harding  has  used  some  very  strong  terms  about  saying 
mistakes  of  the  Bush  policy,  but  they  don't  add  up  to  a  lot  in  the 
sense  that  you  have  also  concluded,  as  I  heard  your  testimony,  that 
we  ou^ht  to  be  very  forceful  in  terms  of  a  new  radio,  standing  up 
rhetorically  for  American  values,  but  not  to  toy  with  the  basis  for 
nondiscriminatory  trade. 

I  would  like  to  ask  each  of  the  four  panelists,  if  you  were  advis- 
ing Mr.  Clinton,  would  you  suggest  that  we  ought  to  be  at  this  time 
withdrawing  MFN  or  would  you  be  advising  that  there  is  a  greater 
likelihood  of  getting  more  positive  political  change  by  working  with 
people  in  a  freer  economic  environment?  This  is  really  the  fun- 
damental question  on  China  policy. 

Now,  am  I  right,  Mr.  Harding,  your  advice  is  largely  to  stick  with 
the  current  MFN  policy  and  to  stress  politics  in  other  kinds  of 
ways?  Is  that  a  valid 

VIEWS  ON  china's  MFN  STATUS 

Mr.  Harding.  Yes,  sir. 

Mr.  Leach.  Is  that  your  view,  Mr.  Courtis? 

Mr.  Courtis.  Mr.  Chairman,  I  don't  know  of  any  example  where 
countries  have  become  more  democratic  in  a  situation  where  you 
have  falling  real  incomes. 

Mr.  Leach.  Fair  enough. 

Mr.  Courtis.  First  point.  Second  point,  there  remains,  however, 
a  fundamental  issue  here.  Over  the  1990's,  if  we  stay  on  the 
present  course  we  will  see  350  to  400  million  Chinese  along  the 
coast  integrated  into  the  world  economy,  and  they  have  an  average 
income  of  $2  a  day,  working  in  a  labor  market  that  is  under  ex- 
tremely tight  security  and  administrative  control. 

Mr.  Leach.  But  you  are  not  saying  that  MFN  ought  to  be  with- 
drawn at  this  time? 

Mr.  Courtis.  No.  But  I  am  saying  that  that  issue  has  to  be  very 
seriously  considered,  and  it  is  not  yet  being  considered  seriously. 

Mr.  Leach.  Mr.  Zagoria,  would  you  agree  with  the  thrust  of  Mr. 
Harding,  or  at  least  the  way  I  have  tried  to  describe  it? 

Mr.  Zagoria.  I  would  agree  with  Mr.  Harding's  formulation  of 
the  issue  regarding  MFN.  It  seems  to  me  that  under  present  cir- 
cumstances quiet  dialogue  with  the  Chinese  over  the  next  2  or  3 
months  indicating  to  them  our  concerns  about  missile  exports, 
about  trade  deficits,  about  human  rights,  and  about  a  variety  of 
other  concerns  should  be  undertaken.  I  would  expect  that  we  would 
be   more   likely  to  make   progress   on   a   whole   variety  of  fronts 
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through  that  approach  than  through  this  kind  of  blanket  trade 
sanction  and  withdrawing  MFN. 

Mr.  Leach.  Fair  enough.  , 

And,  Mr.  Luttwak,  would  you  agree? 

Mr.  Luttwak.  Well,  I  certainly  agree  that  it  is  very  important 
that  U.S.  policy  show  very  great  respect  for  the  Chinese  Govern- 
ment. They  are  not  cynical  gangsters.  However,  in  addition  to  the 
trade  imbalance  between  the  two  countries,  we  must  focus  above 
all  on  the  issues  of  human  rights  and  cultural  rights.  I  think  we 
cannot  just  proceed  as  if  we  approve  of  their  behavior. 

I  think  China  is  a  large  enough  case  to  be  treated  in  a  very  spe- 
cific individual  way,  and  I  think  that  Congress  should  do  again 
what  it  has  done  in  the  past,  and  that  is  to  come  up  with  terms, 
definitions  and  conditions. 

The  question  in  regard  to  the  Soviet  Union,  many  years  ago 
there  was  the  issue  of  immigration.  In  regard  to  China,  I  think 
similar  issues  should  be  identified.  In  other  words,  the  MFN  should 
become  much  more  conditional. 

Mr,  Leach.  But  not  withdrawn. 

Mr.  Luttwak.  Not  withdrawn,  but  only  if  it  is  made  much  more 
conditional. 

U.S.  ROLE  IN  KOREA 

Mr.  Leach.  Fair  enough. 

Just  one  final  observation.  I  thought  one  of  the  most  interesting 
things  said  today  was  Mr.  Zagoria's  comment  on  Korea.  I  mean  on 
the  plus  side  it  is  very  impressive  that  Seoul's  terms  of  trade  with 
the  United  States  are  almost  in  balance,  which  is  a  stark  contrast 
with  a  number  of  the  other  Asian  tigers  and  it  is  partly  a  reflection 
of  the  role  of  the  United  States  in  Korea. 

On  the  other  hand,  if  there  is  any  place  in  the  world  where 
American  troops  are  tripwired  into  a  potential  conflict  that  we  have 
seemed  to  have  forgotten  about  it  would  appear  to  be  Korea  today. 
Do  any  of  you  know  of  another  circumstance  where  American  mili- 
tary presence  based  upon  factors  largely  outside  of  our  control  were 
more  likely  to  be  intertwined  in  a  larger  way  than  on  the  Korean 
subcontinent,  and  does  that  not  raise  some  of  the  concerns  that 
were  reflected  here  about  showing  more  interest  in  the  Korean 
problem  and  trying  to  make  it  clear  that  we  are  engaged?  Would 
everyone  agree  with  Mr.  Zagoria  with  this?  Or  is  this  an  exagger- 
ated position? 

Mr.  Luttwak.  Well,  in  1977,  following  President  Carter's  deci- 
sion, impulsive  decision,  which  he  himself  withdrew,  to  withdraw 
forces  from  Korea,  I  had  the  occasion  to  work  professionally  in  my 
role  as  a  defense  consultant  on  the  matter.  And  indeed,  the  situa- 
tion was  and  continues  to  present  some  basic  aspects  which  are 
very  dangerous. 

We  all  know  that  the  large  Seoul  conurbation — a  conurbation 
then  of  about  9  million  people,  now  much  larger — is  within  50  kilo- 
meters of  the  frontal  axis.  Even  the  oblique  axis  is  very  close. 

On  the  other  hand,  we  have  to  be  careful  about  some  optical  illu- 
sions here  as  well,  which  is  the  constant  repetition  of  the  claim 
that  the  North  Korean  regime  is  very  bellicose.  This  should  not  ob- 
scure the  fact  that  they  haven't  attempted  anything  since  1953. 
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There  have  been  a  couple  of  commando  incursions  in-country  and 
a  couple  of  exploits  outside.  This  is  a  frightening  regime  but  it  is 
not,  in  fact,  a  regime  that  has  been  seriously  irredentist. 

Please  note  that  it  was  1975  when  U.S.  helicopters  were  lifting 
people  off  the  embassy  roof  in  Saigon.  That  was  the  moment  for  the 
North  Koreans  to  attack.  They  were  reasonably  deployed  for  that. 
They  didn't  move. 

So,  it  looks  very  dangerous.  It  may  well  be  less  dangerous  than 
it  looks. 

URGING  EXPANDED  DIALOGUE  WITH  NEW  ZEALAND 

Mr.  Leach.  Mr.  Chairman,  my  time  has  expired,  but  I  would  like 
to  make  one  other  comment.  In  terms  of  this  issue  of  dialogue  we 
also  over  the  last  half  dozen  years  have  not  bieen  dialoguing  with, 
of  all  people  in  the  world  at  high  levels,  a  government  in  the  region 
called  New  Zealand.  I  find  it  an  extraordinary  circumstance  that 
we  are  treating  some  other  countries  with  which  we  have  little  in 
common  and  no  historical  ties  much  more  forthcomingly  than  we 
have  one  of  our  oldest  historical  allies.  I  would  hope  that  the  new 
administration  would  re-examine  that  particular  aspect  of  our 
Asian  policy. 

Thank  you. 

Chairman  Hamilton.  Mr.  Menendez. 

ELEMENTS  OF  COMPREHENSIVE  JAPAN  POLICY 

Mr.  Menendez.  Thank  you,  Mr.  Chairman.  I  want  to  thank  all 
the  panelists  for  their  testimony  and  their  insights. 

Several  years  ago  I  had  an  opportunity  to  visit  Japan  on  an  ex- 
change and  heard  then  Ambassador  Mansfield  say  that  the  rela- 
tionship between  the  U.S.  and  Japan  was  the  most  important,  bar 
none.  And,  as  I  listened  to  Mr.  Courtis'  testimony  today  I  would 
like  to  use  some  of  what  he  said,  and  some  of  what  all  of  you  said, 
as  a  backdrop  to  my  questions.  In  your  written  testimony  you 
talked  about  the  role  of  Japan  and  Asia  and  about  the  strategic  re- 
treat of  corporate  America;  talked  about  that  between  our  retreat 
and  Europe's  preoccupation  at  home  that  Japan,  in  essence,  has 
even  been  further  strengthened  in  its  role,  and  in  doing  so,  how- 
ever, hasn't  been  able  to  have  the  dominance  or  the  leadership  role 
as  it  relates  to  the  area  in  noneconomic  matters,  and  you  talked 
about  the  security  issues  regionally  as  they  relate  to  Asia's  nuclear 
powers  and  potential  tensions  territorially.  And,  listening  to  some 
of  the  other  panelists  talk  about  our  lack  of  a  comprehensive  policy 
and  our  lack  of  attention,  the  questions  that  I  would  like  to  hear 
you  respond  to  are:  What  are  the  elements  of  a  comprehensive  pol- 
icy as  it  relates  Japan?  What  do  we  want  from  Japan  on  economic 
and  security  issues?  What  does  Japan  want  from  us?  And  what 
should  U.S.  policy  toward  Japan  be  in  terms  of  best  protecting  and 
promoting  U.S.  interests? 

And,  for  those  back  at  home  who  say  that  we  should  be  tougher 
on  Japan  as  it  relates  to  trade  issues,  (1)  do  you  agree,  and  (2)  if 
you  do,  what  does  tougher  mean? 
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U.S.  NEEDS  ACCESS  TO  ASIAN  CAPITAL  AND  MARKETS 

Mr.  Courtis.  Thank  you,  Mr.  Menendez.  I  start  from  two  basic 
points.  The  first  point  is  that  the  United  States  does  not  have 
today  the  autonomy  to  rebuild  its  domestic  economy.  To  rebuild  its 
domestic  economy,  it  is  going  to  have  to  have  over  the  1990's  sys- 
tematic access  to  the  huge  pools  of  capital  being  generated  in  Asia. 
In  this  respect,  Japan  is  essential.  If  Japan  were  to  generate  a  cur- 
rent account  surplus  of  2V2  percent  of  GNP  over  the  1990's,  as  is 
the  forecast  of  the  IMF  and  the  OECD,  that  would  mean  that 
Japan  will  generate  a  surplus  to  be  reinvested  in  the  world  econ- 
omy of  between  $1.2  and  $1.3  trillion  dollars  over  this  decade.  This 
is  more  than  twice  the  surplus  that  Japan  generated  in  the  1980's. 

The  second  observation  I  make  in  that  regard,  is  that  to  reverse 
our  own  trade  position  we  have  to  have  access  to  the  megamarkets 
of  Asia.  That  market  of  600  million  people,  from  Tokyo  down  to  Ja- 
karta, including  only  Guangdong  and  Fujian  in  China,  is  growing 
at  7  to  9  percent  per  year,  that  today  is  the  size  of  the  German 
GNP.  A  decade  from  now  it  will  be  the  size  of  Germany,  France, 
Spain  and  Portugal  combined.  So  that  is  one  set  of  issues  that  I 
think  is  where  we  have  to  start  from. 

The  third  is  that  with  Japan  representing  two-thirds  of  the  econ- 
omy of  all  of  Asia,  we  can't  have  an  Asian  strategy  unless  we  have 
a  Japan  strategy.  That  has  to  be  the  starting  point  of  building  our 
larger  strategy  toward  Asia. 

So  against  that  background  I  would  propose  that  we  have  to 
have  an  intermediate  term  policy  of  dealing  with  Japan  that  sets 
out  a  framework  that  integrates  financial  policy,  macroeconomic 
policy,  trade  policy,  foreign  exchange  policy,  that  deals  with  ques- 
tions of  aid  and  security. 

CALL  FOR  strategy  TO  ATTRACT  JAPANESE  CAPITAL 

On  the  financial  side,  and  thinking  of  the  recycling  of  Japan's 
current  account  surplus  through  the  1990's,  it  is  conceivable  that 
this  decade  Japan  will  be  making  direct  investment  in  the  world 
economy  of  about  $500  billion,  and  $700  to  $800  billion  in  portfolio 
bonds  and  equity  investment.  A  large  portion  of  that,  obviously, 
will  be  coming  to  the  United  States  in  the  context  where  we  have 
virtually  no  savings.  We  will  have  to  then  manage  this  politically 
in  a  manner  to  assure  that  those  funds  are  able  to  flow  into  this 
economy  in  a  way  that  doesn't  create  great  political  backlash. 

I  would  think  that  one  area  we  have  to  reflect  about  is  if  we  are 
going  to  rebuild  the  infrastructure  of  the  United  States  that  we 
— would  want  to  somehow  attract  a  large  portion  of  those  Japanese 
funds,  say;  to  buy  bonds  to  support  that  infrastructure  investment. 
That  then  would  suppose,  for  that  money  to  stay  over  the  long  term 
to  support  that  investment  to  rebuild  our  infrastructure,  that  we 
would  have  to  have  a  stable  yen-dollar  rate.  Otherwise,  those  funds 
would  only  be  available  to  us  through  yen  bonds  which  would  over 
the  long  term  impose  a  control  on  our  own  autonomy  that  I  think 
many  would  find  unacceptable. 
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RECYCLING  SURPLUS  FUNDS  FOR  ENVIRONMENTAL  CLEANUP 

Two,  I  think  that  in  recycHng  those  surplus  funds  we  will  have 
to  have  an  agpreement  with  the  Japanese  on  their  role  in  funding 
a  global  environment  fund  and  a  global  nuclear  cleanup  fund,  for 
which  the  funds  would  be  largely  accessible  to  American  corpora- 
tions on  favorable  terms. 

DEALING  WITH  JAPANESE  UNDERCONSUMPTION 

Three,  I  think  that  we  have  to  come  to  terms  with  Japan  to  deal 
with  the  fundamental  issue  that  a  country  that  is  running  a  cur- 
rent surplus,  not  for  a  few  years,  but  now  going  back  for  30  years, 
year  in  and  year  out,  is  essentially  a  country  that  is 
underconsuming.  Consumption  only  represents  56  percent  of  their 
GNP  compared  to  68  percent  of  our  GNP,  which  is  one  of  our  prob- 
lems. 

But  essentially  we  have  to  come  to  an  accord  with  the  Japanese 
on  an  intermediate  term  approach  of  how  to  release  the  pent-up 
consumer  demand  in  that  society,  and  I  suggest  that  that  turns 
around  fundamental  land  reform,  fundamental  tax  reform,  deregu- 
lation and  more  deregulation. 

ENCOURAGING  JAPANESE  MARKET  REFORM 

Fourthly,  to  reduce  the  tensions  that  I  see  building  in  trade  in 
the  region.  Japan  is  running  a  $45  to  $55  billion  trade  surplus  over 
the  long  term  with  the  United  States,  and  now  running  a  $35  bil- 
lion trade  surplus  with  the  rest  of  Asia.  In  fact,  both  sides  of  the 
Pacific  now  have  a  Japan  problem.  I  think  we  also  have  to  work 
with  our  neighbors  and  friends  around  the  Pacific  and  Japan  to  try 
to  orient  Japan  to  adopt  the  market  reform  measures  required  so 
that  Japan  could  use  the  power  of  its  own  market  as  a  lever  for 
continued  expansion  in  East  Asia. 

It  is  within  such  a  larger  macroeconomic  and  financial  frame- 
work that  I  think  then  that  the  sectoral  and  microeconomic  issues 
find  their  meaning,  the  trade  negotiations  would  find  their  mean- 
ing, and  also  against  this  background  of  our  need  to  have  perma- 
nent access  to  those  markets  and  that  capital  that  we  should  think 
through  again  our  security  commitment  to  the  region. 

Chairman  Hamilton.  Mr.  Oilman. 

U.S.  FORCE  STRUCTURE  IN  ASIA 

Mr.  Oilman.  Thank  you,  Mr.  Chairman.  I  want  to  join  you  in 
welcoming  these  distinguished  panelists  who  are  with  us  today, 
and  I  want  to  thank  you  too,  Mr.  Chairman,  for  focusing  the  atten- 
tion of  our  committee  on  our  U.S.  policy  toward  Asia  and  the  Pa- 
cific. In  the  past,  neither  the  Congress  nor  the  executive  branch 
gave  near  enough  attention  to  this  important  region,  and  since  the 
collapse  of  the  Soviet  Union  and  the  end  of  the  superpower  rivalry 
our  policy  has  lacked  clear  definition. 

Mr.  Chairman,  I  would  like  to  ask  that  my  opening  statement  be 
made  a  part  of  the  record.  I  regret  I  wasn't  able  to  be  here  at  the 
opening  due  to  another  committee  meeting. 

Chairman  Hamilton.  Without  objection. 
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[The  prepared  statement  of  Mr.  Gilman  appears  at  the  conclu- 
sion of  the  hearings.] 

Mr.  Oilman.  I  would  like  to  address  this  to  all  of  the  panelists. 
President  Clinton  spoke  during  the  campaign  about  reducing  our 
U.S.  presence  in  Europe,  but  there  was  little  mention  of  a  U.S. 
presence  in  the  Pacific.  Do  our  panelists  believe  that  we  should 
change  our  force  structure  in  Asia?  We  have  already  drawn  down 
forces  in  Korea  from  some  43,000  to  30,000.  Do  you  think  that 
some  deeper  cuts  are  now  in  order,  or  would  they  be  prudent? 
Moreover  what  in  a  post-cold  war  era  is  a  political  and  strategic 
rationale  for  continuing  to  station  well  over  100,000  U.S.  troops 
throughout  Asia? 

I  would  welcome  any  comments  from  any  of  our  panelists. 

OPPOSITION  TO  FURTHER  CUTS  IN  PACIFIC  FORCE  STRUCTURE 

Mr.  Zagoria.  I  will  have  a  try  at  it.  I  do  not  think  that  much 
deeper  cuts  in  the  force  structure  in  the  Pacific  are  warranted  now. 
The  Pentagon  has  drawn  up  a  strategy  which  envisages  three  dif- 
ferent phases  of  reductions  in  U.S.  forces  in  the  Pacific  during  the 
1990's.  In  Korea,  for  example,  we  are  now  in  phase  two,  I  believe, 
but  the  phase  two  reductions  were  wisely  held  up  because  of  the 
lack  of  progress  in  the  North-South  dialogue  and  because  of  the 
lack  of  North  Korean  forthcomingness  on  the  nuclear  question. 

I  think  there  is  kind  of  a  bottom  line  to  the  American  military 
presence  in  the  Pacific  over  the  next  decade  or  so  that  I  would  like 
to  see  maintained.  The  first  would  be  continuing  to  homeport  a  car- 
rier in  Japan.  The  second  would  be  to  continue  some  ground  force 
presence  in  South  Korea.  I  don't  think  it  is  wise  to  insist  on  any 
particular  number,  but  some  number  as  a  continuing  deterrent  to 
North  Korea  and  reassurance  to  South  Korea. 

And  I  think  we  need  to  maintain  a  strong  navy  and  air  presence 
in  the  region.  As  far  as  the  rationale  for  this,  I  see  a  number  of 
rationales.  First  of  all,  this  is  half  the  world  we  are  talking  about, 
the  Asia-Pacific  region  and  the  Indian  Ocean  theater.  We  want  that 
region  to  be  stable,  to  continue  to  be  stable  and  peaceful.  If  there 
is  a  perception  that  America  is  withdrawing  substantially  from  the 
region,  the  result  is  going  to  be  an  arms  race,  which  has  already 
begun;  it  will  encourage  Japan  and  China  particularly  to  try  to  fill 
that  gap,  and  that  in  turn  will  encourage  a  Japanese-Chinese  ri- 
valry of  the  sort  we  saw  in  the  Thirties;  and  it  might  encourage 
the  powers  such  as  North  Korea  to  become  bolder.  We  know  that 
the  North  Koreans  are  already  trying  to  hire  former  Soviet  sci- 
entists to  develop  missiles.  We  know  that  they  are  talking  with  the 
Iranians  about  building  missiles.  These  are  the  kinds  of  potential 
conflicts  in  the  Pacific  that  we  want  to  stem  before  they  get  start- 
ed. 

In  addition,  it  seems  to  me  that  over  the  longer  run  the  United 
States  has  a  critical  rationale.  We  should  want  to  maintain  a  favor- 
able balance  of  power  in  the  Pacific  for  ourselves  and  for  our  allies. 
We  fought  three  wars  in  the  Pacific  in  the  past  several  decades.  We 
do  not  want  ever  again  to  see  a  new  hegemonic  power,  such  as 
Japan  tried  to  be  in  the  Thirties  and  Forties,  such  as  Russia  tried 
to  become  in  the  fifties,  or  in  the  sixties  and  seventies,  arise  in  the 
Pacific. 
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So  I  think  for  a  variety  of  reasons  we  need  to  maintain  a  strong 
strategic  presence  there,  and  I  would  repeat  that  I  think — getting 
back  to  the  geoeconomic  question,  that  there  is  a  relationship  be- 
tween our  being  the  dominant  military  power  and  the  fact  that  we 
do  have  economic  leverage. 

I  would  add  one  other  factor,  Congressman.  There  is  not  one 
country  in  the  Pacific  Region,  with  the  possible  exception  of  North 
Korea,  that  wants  the  United  States  to  reduce  its  forces  substan- 
tially. Everybody  else,  including  Russia  and  China,  wants  us  there 
because  they  fear  each  other  more  than  they  fear  the  United 
States.  It  is  not  that  the  United  States  is  loved.  But  the  United 
States  is  the  least  feared  external  power,  because  Japan  has  a  his- 
tory of  aggression,  China  has  a  history  of  revolutionary  subversion, 
Russia  has  a  history  of  subversion  and  great  instability  and  uncer- 
tainty about  its  future.  The  United  States  for  almost  every  country 
in  the  region,  is  the  key  to  Asian  security,  so  that  over  the  next 
10  years  or  so  until  we  can  create  some  kind  of  Asian  security  sys- 
tem which  we  should  be  trying  to  help  create,  I  think  there  will  be 
an  important  role  for  our  forces. 

Mr.  Oilman.  Thank  you.  Do  any  of  the  panelists  disagree?  Mr. 
Luttwak? 

U.S.  INTERESTS  EXTEND  BEYOND  MAINTAINING  REGIONAL  SECURITY 

Mr.  Luttwak.  Well,  I  would  like  to  add  that  if  we  maintain  our 
vocation  for  upholding  regional  security,  if  we  listen  to  these  voices 
saying  to  us,  please  stay,  and  we  only  do  that,  we  shall  not  be  ad- 
mired for  our  altruism.  We  will  be  ridiculed  for  it.  We  are  the 
spark.  We  have  to  be  balanced.  We  have  to  go  on  three  legs  Yes, 
uphold  regional  security  for  all  the  reasons  Professor  Zagoria  point- 
ed out. 

Yes,  uphold  our  economic  interests  much  more  effectively  than 
we  have  done.  Congressman  Menendez  asked,  for  example,  about 
managed  trade.  We  now  have  a  chairwoman  of  the  Council  of  Eco- 
nomic Advisers  who  is  an  advocate  of  managed  trade.  It  works  in 
regard  to  Japan,  in  some  sectors  at  least. 

And  the  third  leg  is  human  rights  and  cultural  rights.  If  we  are 
standing  there  maintaining  regional  stability  as  if  we  had  a  voca- 
tion to  do  that,  we  are  acting  like  the  unpaid  guards  in  front  of 
somebody  else's  bank.  We  shouldn't  be  doing  that. 

Mr.  Oilman.  Thank  you.  Any  other  comments  from  the  other 
panelists? 

[No  response] 

Mr.  Oilman.  Thank  you,  Mr.  Chairman. 

Chairman  Hamilton.  Mr.  Martinez. 

ASIAN  PERCEPTION  OF  U.S.  AS  CORRUPT  SOCIETY 

Mr.  Martinez.  Thank  you,  Mr.  Chairman. 

I  had  to  chuckle  a  little  bit  when  the  question  was  asked  about 
our  present  military  presence  and  the  response  was  we  are  the 
least  aggressive  force  that  they  are  worried  about.  I  guess  they 
didn't  watch  us  in  Orenada  or  watch  us  in  Panama.  We  certainly 
were  aggressive  there. 

I  have  more  a  statement  than  a  question,  but  you  might  want 
to  respond  to  it  because  maybe  my  perception  of  what  you  said 
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wasn't  quite  accurate  and  you  might  want  to  correct  it.  And  here 
again  I  am  not  attempting  to  kill  the  messenger.  I  am  simply — I 
know  you  are  relating  to  what  their  perception  of  us  is,  and  if  there 
is  a  common  thread  here  it  is  that  we  need  to  through  our  foreign 
policy  change  our  perception  with  those  people  in  those  countries. 

But  I  don  t  agree  with  their  perception  of  us,  and  I  don't  find  any 
validity  in  their  perception  that  we  are  corrupt  because  we  suc- 
cumb to  special  interests  when  they  bring  their  arguments  to  us 
here  through  lobbyists.  These  is  nobody  that  lobbies  more  than  Tai- 
wan with  the  United  States.  They  wine  and  dine  Members  of  Con- 
gress over  in  their  country  and  show  them  what  they  have  to  offer, 
and  really  work  hard  to  keep  that  Most  Favored  Nation  status. 
And  China  has  done  the  same  thing.  Korea — in  fact,  the  Ambas- 
sador of  Korea  was  in  my  office  yesterday  to  talk  to  me  about  rela- 
tions and  trade  relations  and  how  we  could  better  form  business  al- 
liances. So  this  is  unusual  for  an  ambassador  to  do,  really,  I  think, 
because  that  is  not  really  a  matter  of  the  state  of  affairs. 

But,  although  we  have  as  our  trade  representatives  our  embas- 
sies and  our  Ambassadors,  although  I  don't  think  that  is  a  wise 
idea  because  Ambassadors  are  taught  to  be  very  diplomatic  and  not 
offend.  And,  if  you  are  going  to  have  good  trade  agreements  with 
other  countries,  then  you  have  to  have  a  hard  tough  bargainer. 

And  that  brings  me  to  the  point  that  I  do  agree  with  what  you 
said,  Mr.  Luttwak,  is  that  they  perceive  us  as  being  weak.  They 
perceive  us  as  having  tried  to  buy  friends  because  that  is  what  we 
have  been  doing.  I  recommend  to  my  colleague  Jim  Leach  to  read 
an  article  that  was  printed  in  U.S.  News  and  World  Report  about 
"Dancing  with  Dictators."  You  know  we  have  supported  anybody 
that  waves  a  flag  of  democracy  and  encouraged  them,  but  we 
haven't,  as  Mr.  Zagoria  has  spoken  about,  talked  with  the  people 
we  don't  like  or  people  whose  government  we  don't  agree  with  their 
governing  methods  or  policies,  and  so — or  system  of  government. 

So,  I  think  he  also  said  that  if  we  talk  at  least  we  can  convert 
them  to  our  point  of  view.  There  is  a  chance.  I  think  we  have  lived 
in  a  world  where  we  have  gone  to  the  greater  importance  of  eco- 
nomic conquest  rather  than  military  conquest,  yet  over  the  past 
couple  of  administrations  we  have  still  had  a  mentality  that  the 
military  might  makes  right. 

But  the  bottom  line  is,  really,  what  a  couple  of  my  colleagues 
have  talked  about  is  when  we  set  policy  toward  these  countries  do 
we  do  it  from  a  standpoint  that  we  are  going  to  buy  their  friend- 
ship to  us  and  thereby  not  insist  on  good  trade  relations,  fair  trade 
relations — forget  free  trade.  How  about  fair  trade? 

U.S.  TREATENED  BY  LOW  SAVENGS/lNVESTMENT  RATE 

Mr.  Luttwak.  Mr.  Congressman,  when  an  ambassador  calls  on 
you,  that  is  not  a  symptom  of  corruption,  and  I  don't  exaggerate 
the  importance  of  this  factor.  If  we  do  not  increase  our  savings 
rate,  we  will  undergo  Third  Worldization.  We  will  become  a  sort  of 
larger,  cheerful  Brazil;  a  former  United  States.  That  shall  happen. 
The  corruption  is  a  phenomenon  on  the  edge.  It  usually  goes  along 
with  Third  Worldization. 

But,  if  you  heard  Dr.  Courtis  here,  he  was  explaining  how  one 
balances  a  capital  future  in  which  we  continue  not  to  save  and  they 
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continue  to  save  and  we  continue  to  run  deficits  and  they  sur- 
pluses, and  he  talked  about  Japanese  investment  in  U.S.  infra- 
structure. So  the  next  time  you  go  down  the  New  Jersey  Turnpike 
you  will  be  paying  your  money  over  to  a  Japanese  corporation 
which  has  built  this  with  capital  accumulated  by  selling  to  Ameri- 
cans foibles  and  fripperies  that  Americans  have  long  ago  thrown 
away  and  junked,  but  which  they  have  invested  the  capital  thereof. 
And  that  is  how  the  British  East  India  company  took  over  the 
mogul  empire.  Eventually  selling  in  exchange  for  access  to  the  tax 
revenue. 

The  equilibrium  prospected  by  Mr.  Courtis  is  an  equilibrium  that 
I  wish  to  have  no  part  of,  and  I  certainly  do  not  wish  my  children 
to  have  any  part  of.  Here  we  have  the  issue,  and  we  are  still  stuck 
at  the  stage  of  trying  to  deal  with  Japan  out  of  textbooks,  theory. 
And  here,  as  Courtis  has  correctly  pointed  out,  we  are  devaluing 
the  dollar  to  cheapen  American  products,  thereby,  by  the  wa^, 
cheapening  American  labor,  and  yet  finding  that  our  products  still 
don't  sell.  If  you  want  to  know  why  it  doesn't  sell,  just  look  at  the 
last  great  achievement  in  U.S. -Japan  trade  negotiations,  which  was 
the  paper  agreement,  where  we  have  the  Japanese  Government 
earnestlv  promising  to  induce  Japanese  corporations  to  buy  foreign 
paper  wnen  foreign  paper  is  cheaper  and  better. 

Now,  why  should  the  government  have  to  come  in  and  tell  you 
to  go  to  eat  in  a  restaurant  because  it  is  cheaper  and  better?  Clear- 
ly there  are  things  going  on  here  that  the  writers  of  economic  text- 
books have  never  heard  of  Yet  we  continue  down  that  track.  Even 
now  people  are  advocating  devaluing  the  dollar  to  deal  with  the 
problem.  We  have  been  doing  that  since  1985. 

So  the  corruption  issue  merely  adds  an  edge  to  it  and  a  smell  to 
it.  By  the  way,  it  is  not  an  ambassador  visiting  you.  It  is  roughly 
$100  million  dollars  last  year  just  from  Japan,  not  counting  Taiwan 
and  Korea  and  the  others. 

Mr.  Martinez.  Thank  you.  Thank  you,  Mr.  Chairman. 

Chairman  Hamilton.  Mr.  Payne. 

JAPANESE  FOREIGN  POLICY  ISSUES 

Mr.  Payne.  Thank  you  very  much. 

I  just  wonder,  you  know,  given  the  sensitivity  to  the  past  history 
of  Japan  and  militarism,  what  do  you  think  that  Japan's  role 
should  be  in  the  future?  There  have  been  reauests  that  they  have 
peacekeeping  troops  in  places  around  the  world.  What  is  your  feel- 
ing on  it,  the  deployment  of  Japanese  or  the  remilitarization  of  the 
Japanese  population? 

And  also,  I  wonder  what  you  think  about  Japan  receiving  a  per- 
manent seat  on  the  U.N.  Security  Council,  if  that  has  been  kicked 
around?  The  other  question  about  Japan  is  regarding  the  rice  farm- 
ers and  the  whole  question  about  the  GATT  talks  and  our  relation- 
ship with  the  farmers.  Is  there  any  kind  of  movement  on  that? 

INDONESL\ 

And  just  a  final  question,  not  related  to  Japan,  but  no  one  has 
mentioned  anything  about  Indonesia,  and  you  know  they  have  had 
a  ruler  for  20  years  or  so.  You  have  got  a  person  who  took  over 
in  a  military,  I  guess,  sort  of  a  conflict,  getting  older,  population 
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growing,  probably  that  of  the  USA,  maybe  even  greater.  What 
about  Indonesia  and  where  do  they  stand  with  the  industriahzation 
and  I  guess  the  moving  offshore  of  manufacturing  from  Japan  and 
Taiwan  to  Malaysia  and  into  Indonesia  for  industrial,  sort  of  free 
trade  relationships?  No  one  seems  to  talk  about  that,  and  even 
with  the  question  of  Timor  and  with  the  Portuguese  there,  and  the 
question  of  human  rights'  abuses  from  time  to  time. 

So,  if  you  can  just  deal  quickly  with,  maybe,  the  Japanese  situa- 
tion, and  then  if  you  could  share  the  rest  of  your  time  with  Indo- 
nesia. 

DISCOURAGING  JAPANESE  MILITARISM 

Mr.  LUTTWAK.  I  think  that  the  PKO  debate,  the  debate  on  Japa- 
nese troop  participation  for  peacekeeping,  showed  that  the  defend- 
ers of  the  world  against  Japanese  militarism  are  the  Japanese  peo- 
ple themselves.  The  Japanese  political  elite  has  a  very  healthy 
awareness  of  the  problem.  That  problem  is  not  that  there  is  some 
sort  of  inherent  wickedness.  It  is  only  that  the  Japanese  military 
situation  works  the  same  as  other  Japanese  institutions.  It  compels 
and  extraordinary  level  of  loyaltv.  The  loyalty.  Congressman,  as  I 
am  sure  is  easy  to  appreciate,  has  the  potential  there  for  abuse 
when  it  is  unbalanced  by  other  considerations. 

But  I  don't  think  we  have  to  worry  about  Japanese  militarism. 
We  can  let  the  Japanese  do  that.  Our  role,  by  the  way,  as  you 
know,  has  been  perverse.  We  have  been  preaching  to  them  to  mili- 
tarize. That  is  a  very  serious  mistake. 

On  the  question  of  rice  farmers,  that  is  a  classic  one  as  far  as 
I  am  concerned.  A  classic  one  because  we  have  the  United  States 
being  wheeled  in  as  the  bad  guy  dealing  with  the  many  millions 
of  Japanese  who  think  that  they  are  rice  farmers.  The  actual  num- 
ber of  real  rice  farmers  is,  maybe,  1  million  or  2  million,  but  there 
are  lots  of  others  who  dabble  in  rice  farming.  The  fact  is  that  it  is 
very  central  to  the  culture.  The  dollars  and  cents  value  to  our  trade 
balance  will  be  negligible.  Yet  we  are  being  manipulated  into  it.  So 
this  is  another  case  where  we  need  a  special  committee  of  Congress 
on  U.S. -Japan  relations,  so  that  it  will  start  holding  people's  feet 
to  the  fire. 

On  the  question  of  Indonesia,  just  one  word,  which  is  we  have 
had  the  pattern  of  winking  at  their  human  rights  violations  since 
the  mid-1960's.  Originally  winking  at  the  mass  murder  of  the 
Communists  and  suspected  Communists.  This  regretfully  has  con- 
tinued through  many  years. 

INSTITUTIONAL  STRUCTURE  FOR  SECURITY  ISSUES 

Mr.  Courtis.  Mr.  Payne,  I  don't  believe  that  political  cultures  or 
constitutions  would  stop  Japan  from  developing  the  means  to  pro- 
tect itself  if  there  is  a  fundamental  change  in  the  security  balance 
in  Asia.  In  the  context  of  a  region  where  you  have  five — Russia, 
China,  Korea,  Pakistan  and  India — five  unstable  nuclear  powers, 
were  America  to  make  a  further  strategic  retreat  from  the  region, 
Japan  would  have  to  face  the  issue  of  now  it  would  protect  itself, 
and  I  have  little  doubt  that  in  that  context  that  Japan  would  con- 
tinue to  move  in  the  direction  where  it  would  be  able  to  protect  it- 
self 
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The  constitution  of  Japan  has  never  been  amended,  and  yet  that 
constitution,  through  an  ability  to  interpret  it  in  different  ways  and 
different  contexts,  has  allowed  the  Japanese  Government  essen- 
tially to  move  in  the  direction  that  it  feels  it  needs  to  over  the  long 
term. 

The  inherent  instability  you  have  in  the  region  from  this  perspec- 
tive is  that  on  one  hand  you  have  this  burgeoning  economic  power 
and  you  have  the  inability  of  the  region  to  generate  political  leader- 
ship. The  natural  political  leadership  in  the  region  would  be  Japan. 
But  the  rest  of  Asia,  because  Japan  is  unable  or  unwilling  to  come 
to  terms  with  its  past  in  a  manner  that  the  rest  of  Asia  can  accept, 
means  that  the  rest  of  Asia  is  very  reluctant  to  see  Japanese  lead- 
ership. So  you  have  got  this  tremendous  and  I  think  still  building 
instability  in  the  region,  and  that  is  why  I  think  it  is  very  impor- 
tant, as  some  of  the  other  colleagues  on  the  panel  have  mentioned, 
that  over  the  1990's  the  United  States  work  to  try  to  establish  in 
the  region  an  institutional  structure  for  dealing  with  these  security 
issues. 

May  I  turn,  in  conclusion,  to  the  role  that  Japan  is  playing  in 
Asia.  It  is  playing  an  extremely  important  role  outside  this  military 
sphere.  It  has  an  integrated  strategy  of  trade,  investment,  con- 
trolled technology  transfer,  official  development  assistance,  and 
education.  That  really  means  that  the  decisions  made  by  Japan  are 
the  driving  forces  for  the  economic  integration  of  the  region.  For  ex- 
ample, we  have  talked  for  20  years  about  an  ASEAN  car.  Toyota 
and  Nissan  are  building  it. 

SECURITY  COUNCIL  SEAT  FOR  JAPAN 

Chairman  Hamilton.  Gentlemen,  I  know  you  have  been  there  a 
long  time,  and  I  want  to  try  to  wrap  this  hearing  up.  I  have  a  few 
questions  on  various  aspects  of  U.S.  policy.  I  would  like  to  get  you 
on  record  if  I  may,  and  ask  you  to  try  to  keep  your  comments  rea- 
sonably brief 

First  is  the  question  of  a  seat  for  Japan  on  the  U.N.  Security 
Council.  Do  all  of  you  support  that? 

Mr.  Luttwak.  Yes. 

Chairman  Hamilton.  Does  anybody  not  support  it? 

Mr.  Harding.  I  would  say  I  don't  oppose  it.  I  am  not  sure  I  sup- 
port it  under  these  circumstances.  If  you  are  going  to  expand  the 
permanent  membership  of  the  U.N.  Security  Council,  it  is  going  to 
be  part  of  a  much  broader  package  and  I  would  like  to  hear  what 
the  package  is  going  to  be. 

Chairman  HAMILTON.  Should  it  be  conditional  in  any  way? 

Mr.  Harding.  I  would  like  to  see  Japan  make  further  progress 
in  reducing  some  of  the  historical  suspicions  that  exist  in  Asia. 

Chairman  HAMILTON.  Is  this  a  big  item  for  Japan,  getting  a  seat 
on  the  Security  Council? 

Mr.  Courtis.  I  think  it  is  increasingly  a  big  item  for  Japan. 

LIMITDSfG  JAPANESE  ACCESS  TO  U.S.  MARKETS 

Chairman  Hamilton.  On  limiting  Japanese  access  to  U.S.  mar- 
kets, Mr.  Courtis,  how  do  you  look  at  a  reauthorized  section  301, 
super  301? 
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Mr.  Courtis.  Well,  if  we  remain  in  the  present  position  where 
we  have  no  savings,  we  can't  do  it.  We  can't  both  get  their  money 
and  limit  their  access  to  our  markets. 

Chairman  Hamilton.  So  you  are  against  it? 

Mr.  Courtis.  You  can't  do  it,  period.  Economically,  I  mean.  Bal- 
ances have  to  balance.  You  can't  close  them  from  our  markets  and 
at  the  same  time  get  access  to  their  capital. 

Chairman  Hamilton.  It  would  then  be  a  big  mistake  for  us  to 
try  to  enforce  the  provisions  of  a  super  301? 

Mr.  Courtis.  I  think  a  super  301  and  other  trade  legislation  can 
only  make  sense  if  we  develop  an  overall  framework  in  which  we 
present  our  Japan  policy  and  drive  our  Japan  policy.  The  problem 
at  the  moment,  it  seems  to  me,  is  that  we  don't  have  an  overall 
integrated  policy  dealing  with  Japan. 

Chairman  Hamilton.  So  absent  that,  given  the  fact  that  we 
could  be  confronted  with  a  super  301  vote  in  this  Congress  this 
year,  you  would  advise  a  no  vote? 

Mr.  Courtis.  I  would  say  that  a  super  301  vote  would  only  make 
sense  in  the  framework  of  developing  an  overall  Japan  policy. 

Mr.  LuTTWAK.  May  I? 

Chairman  Hamilton.  Yes. 

Mr.  LUTTWAK.  That  is  only  true  in  the  context  of  an  overall  equi- 
librium. The  fact  is  that  a  super  301  does  give  the  U.S.  negotiator 
a  tool  which  can  be  used  to  break  down  obnoxious  barriers  in  par- 
ticular sectors. 

Chairman  Hamilton.  You  would  favor  enacting  a  super  301  this 
year? 

Mr.  LuTTWAK.  Yes.  I  would. 

Chairman  Hamilton.  Would  you,  Mr.  Harding? 

Mr.  Harding.  Yes,  I  would. 

Chairman  Hamilton.  Would  you,  Mr.  Zagoria? 

Mr.  LuTTWAK.  Without  any  illusion  that  it  is  going  to  balance 
your  trade. 

Chairman  Hamilton.  OK  Mr.  Zagoria. 

Mr.  Zagoria.  No,  I  wouldn't. 

CHINESE  ADHERENCE  TO  NONPROLIFERATION  COMMITMENTS 

Chairman  Hamilton.  All  right.  Mr.  Harding,  with  regard  to  the 
proliferation  of  nuclear  and  chemical  weapons  and  delivery  sys- 
tems, has  China  kept  its  commitments  to  the  United  States  and  to 
the  international  community  with  respect  to  proliferation? 

Mr.  Harding.  I  think  the  answer  is  not  entirely,  no. 

Chairman  HAMILTON.  Explain  that  to  me. 

Mr.  Harding.  Well,  there  are,  as  you  know,  some  reports  that 
the  Chinese  have  delivered  some  kind  of  missile  to  Pakistan,  and 
the  question  is  whether  it  violates  the  MTCR  or  whether  it  violates 
bilateral  promises  that  were  made  to  the  United  States. 

Chairman  Hamilton.  They  are  supplying  what,  Pakistan  and 
Syria  with  these  systems? 

Mr.  Harding.  I  am  not  sure.  I  am  not  in  the  intelligence  busi- 
ness, so  I  can't  give  you  an  informed  opinion 

Chairman  Hamilton.  How  do  we  handle  it? 

Mr.  Harding.  Pardon  me? 

Chairman  Hamilton.  How  do  we  handle  it? 
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Mr.  Harding.  Once  the  Chinese  have  agreed  to  subscribe  to  an 
international  regime,  then  there  should  be  a  series  of  sanctions 
against  violations.  For  relatively  minor  violations,  I  think  that  re- 
strictions, and  they  should  be  multilateral,  if  possible,  on  tech- 
nology transfer  to  China  is  the  way  to  go.  The  kind  of  severe  and 
sustained  retrogression  that  I  talked  about  in  my  testimony  require 
an  even  tougher  response. 

SALE  OF  U.S.  AIRCRAFT  TO  TAIWAN 

Chairman  Hamilton.  On  the  selling  of  advanced  aircraft  by  the 
United  States  to  Taiwan,  was  that  a  violation  of  the  1982  U.S.-PRC 
agreement? 

Mr.  Harding.  One  can  make  the  case  either  way.  I  choose  to  say 
it  was  not  a  violation.  But  the  Chinese  say  it  was  and  that,  of 
course,  makes  it  difficult  for  us 

Chairman  Hamilton.  Why  do  you  say  it  was  not? 

Mr.  Harding.  Because,  as  I  understand  the  negotiating  history, 
we  reserved  the  right  to  continue  to  make  improvements  in  the 
level  of  technology  we  provided  to  Taiwan  as  the  previously  pro- 
vided technology  Decame  obsolete. 

Chairman  Hamilton.  If  any  of  you  want  to  comment  on  this 

Mr.  Luttwak.  The  aircraft  in  question  was  an  ultra-modern  air- 
craft at  the  time  of  this  accord.  It  is  no  longer.  It  is  the  same  air- 
craft. Therefore  the  real  issue  here,  what  is  most  unfortunate,  was 
the  nature  of  the  sale.  The  election  context  created,  correctly,  a  per- 
ception that  the  major  interests  were  being  sacrificed  for  electoral 
advantages. 

Chairman  Hamilton.  Was  this  a  mistake  in  U.S.  policy? 

Mr.  Luttwak.  A  very  serious  mistake. 

Chairman  Hamilton.  Was  it  a  mistake,  Mr.  Harding,  in  your 
view? 

Mr.  Harding.  I  would  have  waited  until  after  the  election  and 
then  let  the  French  sell  the  Mirage. 

Chairman  Hamilton.  And  let  what? 

Mr.  Harding.  And  let  the  French  sell  the  Mirage  to  Taiwan. 

Chairman  Hamilton.  So  it  was  a  mistake  for  the  United  States 
to  sell  the  F-16s  to  Taiwan,  in  your  view? 

Mr.  Harding.  I  would  not  have  done  it  that  way,  no.  But  if  you 
are  asking  me  if  we  should  reverse  the  decision,  the  answer  is  also 
no. 

Chairman  Hamilton.  No,  I  wasn't  asking  you  that.  I  was  asking 
you  if  it  was  a  mistake. 

Do  you  think  it  was  a  mistake,  Mr.  Luttwak? 

Mr.  Luttwak.  A  mistake  because  we  could  have  simply  made  the 
statement  that  the  sale  shall  take  place.  It  was  the  exploitation  of 
it  for  crass  electoral  advantage  that  created  an  awful  perception. 
The  perception  that  we  are  willing  to  junk  strategic  interests  off 
the  cuff  in  this  way.  This  is  extremely  damaging. 

Mr.  Courtis.  But  it  remains,  Mr.  Chairman,  that  that  sale  did 
not  upset  the  negotiation  of  the  super  301  and  the  trade  agreement 
with  China. 

Chairman  Hamilton.  Yes.  We  didn't  get  the  kind  of  reaction  we 
could  have  gotten. 
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Mr,  LUTTWAK.  No.  Because  it  is  an  old  aircraft  and  because  the 
systems  that  go  into  it  can  be  controlled,  and  are  being  controlled, 
to  reduce  the  threat. 

[Following  is  a  statement  by  Mr.  Luttwak,  subsequently  submit- 
ted for  the  record,  in  further  reference  to  this  issue.] 

Statement  of  Edward  N.  Luttwak  on  the  U.S.  Sale  of  F-16  Combat  Aircraft 

TO  Taiwan 

It  is  most  unfortunate  that  the  F-16's  were  released  in  the  course  of  a  Presi- 
dential election  campaign,  with  the  decision  being  announced  on  the  production  site 
itself.  The  clear  implication  was  that  the  foreign -policy  priorities  of  the  United 
States  were  subordinated  to  the  need  for  "jobs",  preferred  for  the  sake  of  votes.  That 
sets  a  terrible  example  to  the  PRC  and  others  in  regard  to  arms  sales — their  need 
for  "jobs"  being  far  greater. 

On  the  other  hand.  I  certainly  approve  of  the  substance  of  that  decision.  It  is  en- 
tirely appropriate  to  sell  aircraft  such  as  the  F-16s,  very  suitable  for  defense  air 
combat,  to  a  friendly  country  whose  security  is  not  only  a  very  important  U.S.  inter- 
est, but  also  a  matter  of  disinterested  concern  to  many  Americans,  of  which  I  am 
one.  The  sales  is  consistent  with  U.S.  foreign  policy  in  its  totality,  and  does  not  con- 
tradict any  relevant  USG-PRC  understanding.  It  should  have  been  approved  ear- 
lier, and  without  need  of  electoral  motivations. 

Thank  you  for  your  consideration. 

FUTURE  OF  TAIWAN 

Chairman  Hamilton.  What  about  Taiwan?  Are  we  going  to  see 
a  declaration  of  independence  in  the  medium  or  long-term? 

Mr.  Harding.  I  hope  not. 

Chairman  Hamilton.  Well,  will  we  is  the  question? 

Mr.  Harding.  I  think  that  everyone  involved  in  the  Taiwan  issue 
needs  to  understand  a  very  basic  fact,  and  that  is  that  Taiwan  at 
present  is  de  facto  independent.  It  is  not  governed  by  the  People's 
Republic  of  China. 

Chairman  Hamilton.  If  that  is  the  case,  why  shouldn't  they  just 
declare  independence? 

Mr.  Harding.  Because  if  you  try  to  move  from  de  facto  to  de  jure, 
then  the  chances  of  a  provocative  PRC  response  are  very  high. 

Chairman  Hamilton.  What  does  provocative  response  mean? 

Mr.  Harding.  The  use  of  force  to  reverse  that  decision. 

Chairman  HAMILTON.  Do  you  think  they  would  invade  Taiwan? 

Mr.  Harding.  Probably  not  invade  them,  but  they  would  use 
other  kinds  of  military  pressures  against  the  offshore  islands  that 
are  still  held  by  the  Nationalists  or  against  the  sea  lines  of  commu- 
nication linking  Taiwan  to  the  rest  of  the  world.  I  see  very  little 
to  be  gained  from  an  attempt  to  codify  the  status  quo  that  would 
justify  the  risks  involved. 

Chairman  Hamilton.  The  United  States  should  not  support  the 
independence  of  Taiwain. 

Mr.  Harding.  It  should  not  support  a  unilateral  declaration  of 
independence  by  Taiwan. 

LIFTING  OF  embargo/normalization  OF  RELATIONS  WITH  VIETNAM 

Chairman  Hamilton.  What  about  lifting  the  trade  embargo  and 
establishing  nominal  relations  with  Vietnam.  Should  we  do  that? 
Mr.  Zagorl\.  I  think  we  should  do  that. 
Chairman  Hamilton.  All  of  you  agree  on  that? 
Mr.  Luttwak.  Yes. 
Mr.  Harding.  Yes. 
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Mr.  Courtis.  Yes. 

Chairman  Hamilton.  And  we  don't  need  any  more  POW-MIA  in- 
formation; we  should  just  lift  the  embargo  and  establish  a  diplo- 
matic presence? 

Mr.  Zagoria.  I  think  whatever  more  information  is  there  we 
would  be  more  likely  to  get  after  we  lift  the  embargo  and  establish 
normal  relations. 

Chairman  Hamilton.  How  about  human  rights,  should  we  be 
worried  about  that  with  regard  to  lifting  the  embargo  or  establish- 
ing normal  relations. 

Mr.  Zagoria.  We  should  be  concerned  about  it,  but  it  should  not 
be  a  precondition  for  lifting  the  embargo. 

Chairman  Hamilton.  Do  all  of  you  agree  with  that  position? 

Mr.  LUTTWAK.  Yes.  You  lift  the  embargo  and  immediately  point 
out  that  there  is  conditionality  to  establishing  normal  trade. 

situation  in  CAMBODIA 

Chairman  Hamilton.  Now,  what  about  Cambodia?  We  have  seen 
reports  that  the  situation  is  unraveling  in  Cambodia,  it  is  going  to 
be  very  tough  to  hold  these  elections,  the  Khmer  Rouge  is  not  co- 
operating, and  the  government  trying  to  undercut  the  elections. 
What  do  we  do? 

Mr.  LUTTWAK.  Mr.  Chairman,  this  is  not  an  Asian  problem,  it  is 
a  global  problem.  The  U.N.  formula  of  peacekeeping  that  was  de- 
veloped in  the  Middle  East  doesn't  work  in  the  Balkans.  It  doesn't 
work  in  Cambodia.  That  formula  works  when  the  U.N.  interposes 
itself  between  parties  that  wish  to  be  restrained.  Here  we  are  con- 
fronting the  reality  of  peace  enforcement.  Unfortunately,  the 
present  structure,  and  here  Japan  comes  in  again,  the  way  they 
nave  been  handling  it  has  inclined  the  whole  thing  toward  an  ex- 
tremely soft  version  of  peacekeeping  in  a  climate  that  requires  a 
particularly  harsh  form  of  peace  enforcement. 

Chairman  Hamilton.  So  what  do  we  do? 

Mr.  Zagoria.  I  think  we  want  to  get  to  an  election  as  quickly  as 
possible.  We  are  going  to  have  one  in  May.  I  think  there  is  a  fair 
chance — Mr.  Bush  has  just  come  back  from  Cambodia.  I  think 
there  is  a  fair  chance 

Chairman  Hamilton.  You  are  not  referring  to  President  Bush. 

Mr.  Zagoria.  No.  I  am  referring  to  Richard  Bush  of  the  commit- 
tee staff,  who  is  sitting  in  back  of  you.  I  think  there  is  a  fair  chance 
of  a  reasonably  good  election  in  May.  We  have  already  got  two  Len- 
inist factions  in  Cambodia  worried. 

Chairman  Hamilton.  Do  you  think  there  is  a  good  chance  for  a 
fair  election  in  Cambodia? 

Mr.  Zagoria.  4.6  million  people  have  registered  for  the  vote,  and 
unless  the  Khmer  Rouge 

Chairman  Hamilton.  Is  the  government  supporting  the  election? 

Mr.  Zagoria.  The  government  is  part  of  the  problem.  The  gov- 
ernment is  still  led  by  Leninists  who  are  worried  about  the  out- 
come of  the  election.  But  that  suggests  that  the  outcome  of  the 
election  might  very  well  be  salutary  for  those  who  believe  in  de- 
mocracy. 

Chairman  Hamilton.  So  the  Khmer  Rouge  is  against  it.  The  gov- 
ernment is  against  it.  Who  is  for  an  election? 
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Mr.  Zagoria.  Part  of  the  government  is  against  it.  I  don't  think 
this  is  a  monolithic  government.  But  people  in  the  government  who 
think  they  may  be  losing  their  job,  or  some  of  them,  are 
harassing 

Chairman  Hamilton.  Let  me  repeat  here.  What  should  the  Unit- 
ed States  do  right  now  with  regard  to  Cambodia? 

Mr.  Zagoria.  Lend  all  our  moral  and  political  support  to  getting 
to  an  election.  Then  talk  at  the  U.N.  about  a  continuing  U.N.  pres- 
ence after  the  election,  because  I  think  it  would  be  very  unwise  to 
think  that  after  the  election  the  U.N.  can  pick  up  and  leave.  This 
is  a  country  without  a  single  Ph.D.  in  economics,  without  any 
trained  engineers,  economists  or  people  of  that  sort. 

Chairman  Hamilton.  Do  we  just  give  up  on  the  Khmer  Rouge 
and  say  we  are  going  to  go  ahead?  If  they  are  not  going  to  cooper- 
ate should  we  just  forget  about  them  and  try  to  proceed? 

Mr.  Zagoria.  That  is  right. 

ENLISTING  ASL\N  SUPPORT  FOR  CAMBODL\N  ELECTIONS 

Chairman  Hamilton.  How  about  the  Thais  and  the  Chinese?  Are 
they  helping  us  in  this  situation? 

Mr.  Zagoria.  The  Chinese  have  cut  their  military  supplies  to  the 
Khmer  Rouge  and  are,  in  fact,  supporting  the  present  government 
and  Prince  Sihanouk.  The  Thais,  however,  remain  part  of  the  prob- 
lem because  they  have  not  cut  their  ties  with  the  Khmer  Rouge  in 
the  gem  and  mining  parts  of  the  area  near  the  border. 

Mr.  Courtis.  Mr.  Chairman,  I  would  use  the  prospect  of  opening 
diplomatic  relations  with  Vietnam  to  help  encourage  Vietnam  to  be 
more  helpful  in  this  situation,  the  renewal  of  MFN  with  China  to 
try  to  encourage  China  to  be  more  helpful 

Chairman  Hamilton.  You  would  make  both  of  those  things  con- 
ditional on  their  helping  us  in  Cambodia? 

Mr.  Courtis.  They  should  understand  that  that  would  be  part  of 
our  thinking  as  we  go  through  that  process. 

Chairman  Hamilton.  What  does  that  mean,  part  of  our  think- 
ing? Is  it  conditional  or  not? 

Mr.  Courtis.  No,  it  wouldn't  be  the  condition,  but  would  be  part 
of  our  thinking  as  we  make  policy.  And  also,  I  think  we  have  to 
work  much  more  closely  with  Thailand  to  get  their  cooperation. 

Mr.  LUTTWAK.  Mr.  Chairman,  the  Vietnamese  have  already,  by 
withdrawing,  created  conditions.  I  think  there  is  an  intention 
there.  As  regards  Thailand,  the  problem  is  not  Thailand.  The  prob- 
lem is  that,  like  in  other  parts  of  the  world  we  have  very  extensive 
criminal  phenomena  and  a  twist  of  history  acquiring  important  po- 
litical dimensions  for  the  first  time  in  centuries  on  the  inter- 
national scene.  It  is  not  only  the  gems,  it  is  the  timber  and  the 
massive  looting  of  some  bits  of  archaeology  which  is  unraveling  this 
whole  situation.  And  I  just  wonder — it  is  going  to  be  a  race  against 
time  whether  an  election  can  be  pulled  off  before  the  whole  thing 
collapses  in  disorder. 

CONSEQUENCES  OF  FAILURE  IN  CAMBODIA 

Chairman  Hamilton.  And  let's  say  you  don't  have  an  election. 
Let's  suppose  the  process  collapses.  Then  what? 
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Mr.  LUTTWAK.  I  am  afraid  you  will  have  to  start  again.  We  do 
have  the  Chinese  playing  a  constructive  role.  We  have  the  Viet- 
namese, I  believe,  having  already  played  a  constructive  role.  I  be- 
lieve that  we  have  to  be  very  willing  to  make  sure  that  we  get  the 
cooperation  of  the  democratic  elements  in  Thailand. 

Chairman  Hamilton.  What  difference  does  it  make  to  us  what 
happens  in  Cambodia? 

Mr.  LuTTWAK.  There  is  a  residual  moral  responsibility  because  of 
the  U.S.  involvement.  Also,  we  do  have  great  progress  across  the 
board  on  the  Asian  scene,  and  this  sort  of  sticks  out.  Insofar  as  we 
do  have  this  role  of  a  regional  stabilizer,  this  is  part  of  the  picture. 

Mr.  Zagoria.  This  is  tne  largest  U.N.  peacekeeping  effort  in  his- 
tory, at  a  cost  of  $2  billion.  The  international  community  has  an 
enormous  stake  in  the  success  of  the  outcome. 

Mr.  LUTTWAK.  And  it  is  not  working. 

Chairman  Hamilton.  How  many  Japanese  troops  are  there? 

Mr.  LuTTWAK.  A  few  hundred. 

Mr.  Zagorl\.  Several  hundred;  yes. 

Mr.  LuTTWAK.  It  is  a  construction  battalion. 

POLICY  TOWARD  BURMA 

Chairman  Hamilton.  We  will  let  you  go  after  one  final  question. 
What  do  we  do  about  Burma?  Should  we  impose  economic  sanc- 
tions on  Burma? 

Mr.  LuTTWAK.  There  is  no  history  of  U.S. -Burmese  relations.  I 
think  a  history  has  to  be  created  by  at  least  statements.  We  must 
have  at  least  some  declaratory  emphasis  on  it. 

Chairman  Hamilton.  Saying  what? 

Mr.  LuTTWAK.  Saying  that  we  remember  the  existence  of  Burma. 
We  remember  the  fact  that  there  is  oppression.  We  do  not  forget. 
We  don't  overlook.  And  that  is  the  most  important  point. 

The  trade  is  not  going  to  play  a  role  given  the  structure  of  Bur- 
mese trade. 

Chairman  HAMILTON.  Would  you  move  to  impose  sanctions  on 
Burma? 

Mr.  LuTTWAK.  I  would  defer  to  the  other  members  of  the  panel 
on  that. 

Mr.  Zagoria.  Well,  at  the  very  least  I  would  speak  out  more 
about  Burmese  human  rights  violations,  and  I  certainly  would  con- 
sider imposing  sanctions. 

Chairman  Hamilton.  Would  you  take  away  their  Most  Favored 
Nation  status? 

Mr.  LuTTWAK.  Yes.  I  would  take  it  away. 

Mr.  Zagorl\.  I  would  certainly  consider  taking  that  away. 

Chairman  Hamilton.  OK.  Thank  you  very,  gentlemen.  We  have 
had  an  excellent  morning.  We  appreciate  your  testimony  greatly. 

And  we  stand  adjourned. 

[Whereupon,  at  12:15  p.m.,  the  committee  was  adjourned,  to  re- 
convene subject  to  the  call  of  the  chair.] 
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TUESDAY,  FEBRUARY  23,  1993 

House  of  Representatives, 

Committee  on  Foreign  Affairs, 

Washington,  DC. 

The  committee  met,  pursuant  to  notice,  at  10:05  a.m.,  in  room 
2172,  Rayburn  House  Office  Building,  Hon.  Lee  H.  Hamilton 
(chairman)  presiding. 

Chairman  Hamilton.  This  meeting  of  the  House  Foreign  Affairs 
Committee  will  come  to  order. 

The  committee  meets  today  in  open  session  to  discuss  U.S.  policy 
toward  Africa.  We  will  hear  testimony  from  Carol  Lancaster,  Pro- 
fessor of  African  Studies  at  the  School  of  Foreign  Service  at 
Georgetown  University;  C.  Payne  Lucas,  President  of  Africare; 
Randall  Robinson,  Executive  Director  of  TransAfrica;  and  George 
B.N.  Ajdttey,  Professor  of  Economics  at  American  University. 

We  have  several  topics  of  interest  we  have  conveyed  to  the  wit- 
nesses: what  is  most  important  for  Members  of  Congress  to  know 
about  Africa  today;  what  is  your  understanding  of  U.S.  policy  to- 
ward Africa;  and  what  do  you  think  is  right  and  what  do  you  tnink 
is  wrong  with  that  policy. 

The  members,  of  course,  will  have  a  good  many  questions  for  the 
witnesses  and  when  we  do  get  to  the  question  period  the  Chair  will 
ask  members  to  respect  the  5-minute  rule. 

We  would  like  the  witnesses  to  sum  up  their  statements  as  suc- 
cinctly as  they  can.  Their  prepared  statements,  of  course,  will  be 
entered  into  the  record  in  full. 

The  Chair  is  very  appreciative  of  the  willingness  of  the  witnesses 
to  come  before  us  and  to  testify  today.  We  look  forward  to  your  tes- 
timony and  the  discussion  that  follows. 

Ms.  Lancaster,  we  will  begin  with  you  and  move  across  the  table. 
After  all  of  the  witnesses  have  spoken,  we  will  turn  to  questions. 

Ms.  Lancaster. 

STATEMENT  OF  CAROL  LANCASTER,  PROFESSOR  OF  AFRICAN 
STUDIES,  SCHOOL  OF  FOREIGN  SERVICE,  GEORGETOWN 
UNIVERSITY 

Ms.  Lancaster.  Thank  you,  Mr.  Chairman.  Thank  you  for  invit- 
ing me  to  share  a  few  thoughts  with  you  on  the  United  States  and 
the  countries  of  sub-Saharan  Africa. 

situation  en  ZAIRE 

I  would  like  to  make  four  brief  points  and  I  would  like  to  start 
by  referring  to  what  I  think  is  a  pretty  horrendous  story  in  the 
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Post  this  morning  about  the  situation  in  Zaire.  The  story,  of  course, 
is  that  you  have  there  an  extremely  corrupt  dictator,  Mobutu  Sese 
Seko,  who  has  driven  his  country's  economy  into  the  ground  and 
has  looted  his  nation's  considerable  wealth.  He  is  actively  and 
openly  opposed  by  his  people  at  this  point  and  he  appears  to  be 
willing  to  do  virtually  anything  to  hold  onto  power,  including  de- 
stroying what  remains  of  his  economy,  killing  opposition  figures 
and  even  provoking  ethnic  strife. 

It  is  hard  to  read  that  article  and  read  other  articles  about  Zaire 
without  coming  to  the  conclusion  that  the  country  is  heading  to- 
ward something  like  the  situation  in  Somalia  and  Zaire  is  not 
alone.  There  is  a  virtually  identical  situation  in  Togo  and  we  have 
seen  similar  situations  in  Liberia  and  other  countries. 

The  case  of  Zaire  raises  in  a  very  stark  form  all  of  the  questions 
I  want  to  address  and  attempt  to  answer  this  morning. 

REASONS  FOR  U.S.  ENGAGEMENT  IN  AFRICA 

The  first  question  which  I  am  sure  must  be  on  the  minds  of 
many  and  is  continuously  on  the  minds  of  all  of  us  who  work  on 
Africa  is  why  should  we  care  about  Zaire  or,  for  that  matter,  most 
of  the  rest  of  Africa?  Why  should  we  as  Americans  continue  to  be 
interested  and  involved  in  the  region? 

It  is  clear  that  Africa  is  no  longer  important  in  a  strategic  sense 
to  the  United  States.  The  cold  war  is  over;  it  was  an  arena  albeit 
a  minor  arena  of  cold  war  competition.  And  that  competition  is,  of 
course,  gone  and  our  concerns  related  to  that  competition  have 
abated. 

Africa  is  unfortunately  not  at  this  point  in  time  an  attractive  eco- 
nomic partner,  with  all  of  the  economic  problems  of  the  region,  al- 
though there  is  great  potential  for  the  future.  But  it  is  hard  to  jus- 
tify an  active  U.S.  engagement  there  on  the  basis  of  immediate  eco- 
nomic gain. 

However,  Africa  is  an  area  where  the  values  underlying  U.S.  for- 
eign policy  are  most  clearly  challenged.  And  there  is  another  rea- 
son for  our  continued  concern  with  what  goes  on  in  Africa  and  for 
our  continued  engagement  there:  a  significant  proportion  of  our 
population  is  concerned  about  Africa. 

Ten  percent  of  our  population  in  the  United  States  is  drawn  from 
sub-Saharan  Africa  and  many  African-Americans  and  others  as 
well  continue  to  be  concerned  and  interested  in  what  happens 
there.  I  do  not  think  we  can  turn  our  back  on  the  region  without 
turning  our  back  on  a  significant  proportion  of  our  population. 

The  remaining  three  points  I  want  to  make  involve  the  issues 
that  confront  the  United  States  in  its  relationships  with  the  coun- 
tries of  sub-Saharan  Africa  over  the  next  10  years  and,  indeed,  over 
the  next  10  months.  These  all  deal  with  values  and  they  are  raised 
in  very  sharp  form  by  the  situation  in  Zaire. 

PROBLEM  OF  PEACE  AND  SECURITY 

The  major  issue  we  must  confront  in  Africa  is  the  problem  of 
peace  and  security.  We  hoped  that  the  end  of  the  cold  war  would 
bring  greater  peace  and  security  to  the  region  but  that  imfortu- 
nately  has  not  happened.  And  wnat  we  see  right  now  in  sub-Saha- 
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ran  Africa  is  not  one  or  two  conflicts  but  nine  conflicts  as  I  count 
them  today,  five  of  fairly  recent  vintage. 

Somalia  is  familiar.  Sudan  is  increasingly  familiar.  Angola  we 
read  about  frequently.  Rwanda  we  do  not  read  about  very  much. 
There  is  a  conflict  in  the  south  of  Senegal,  Liberia,  Togo,  Zaire,  and 
in  the  northern  part  of  the  Sahelian  countries  where  the  Tuaregs 
are  challenging  the  authority  of  their  governments. 

What  has  given  rise  to  all  these  conflicts? 

The  basic  reasons  involve  the  fragility  of  African  governments, 
which  preside  over  peoples  with  diverse  clan,  ethnic  and  religious 
loyalties.  And  what  we  have  is  the  potential  for  conflict  arising 
from  those  different  loyalties.  These  are  not,  however,  the  blood 
feuds  that  we  see  in  the  Balkans.  Most  of  these  are  potential  but 
not  actual  sources  of  conflicts.  But  we  have  seen  in  every  single  one 
of  the  conflicts  in  Africa  today  that  mismanagement,  abuse,  and 
authoritarian  misrule  have  generated  ethnic  animosities  and  those 
animosities  have  led  to  conflict  and,  in  some  cases,  anarchy. 

Ethnic  and  religious  conflict  is  not  specific  to  Africa,  of  course. 
We  see  these  problems  in  other  parts  of  the  world.  So  why  should 
we  care  about  these  conflicts  in  Africa? 

I  think  that  there  is  one  aspect  of  the  conflicts  in  Africa  that  is 
special.  And  that  is  that  these  countries  are  very,  very  poor.  A 
breakdown  in  civil  order  can  mean  death  and  destruction  for  large 
numbers  of  African  citizens  and  this  is  what  we  have  seen  in  coun- 
try after  country  there. 

MECHANISMS  FOR  CONFLICT  RESOLUTION 

Maintaining  peace  and  security  in  the  fact  of  conflicts  between 
states  is  the  major  challenge  of  the  new  world  order  to  the  United 
States  and  other  countries  in  the  world.  These  problems  have  been 
addressed  in  pretty  much  an  ad  hoc  fashion  up  until  now.  I  think 
there  are  several  things  that  need  to  be  done  to  deal  more  system- 
atically and  effectively  with  these  problems. 

The  world  community  needs  to  develop  guidelines  on  how  and 
when  intervention  from  outside  countries  can  take  place  in  efforts 
to  mediate  conflict,  resolve  conflict  or  halt  conflict.  Without  guide- 
lines, it  is  hard  to  get  consensus  on  what  to  do,  either  in  the  Orga- 
nization of  African  Unity,  in  NATO,  in  the  U.N.  or  elsewhere. 

We  also  need  mechanisms  involving  how  conflict  resolution  will 
take  place.  We  do  not  have  these  mechanisms  for  intrastate  and  we 
need  to  finance  them  as  well.  These  are  a  set  of  challenges  to  the 
world  community  and,  of  course,  the  United  States  cannot  by  itself 
meet  all  of  these  challenges. 

But  I  do  think  that  there  is  a  role  for  the  United  States  in  help- 
ing to  prod  the  world  community  and,  in  the  case  of  sub-Saharan 
Africa,  perhaps  to  prod  African  regional  organizations,  into  devel- 
oping the  guidelines  and  mechanisms  that  will  allow  external 
forces  to  help  resolve  some  of  these  conflicts. 

It  would  be  sensible  for  the  administration  to  appoint  an  ambas- 
sador at-large  to  prod  the  international  communitv  on  these  issues, 
to  try  to  develop  a  consensus  with  our  allies  within  the  U.N.  and 
with  regional  organizations.  This  is  a  long  run  solution  to  the  prob- 
lem. We  still  have  the  short  run  problems  of  what  to  do  about  Zaire 
and  cases  like  it. 
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U.S.  PASSIVITY  TOWARD  REPRESSIVE  REGIMES 

It  is  my  view  that  the  United  States  over  the  last  5  years  or  so 
has  been  inexplicably  passive  on  the  problem  of  Zaire  and  on  some 
of  the  other  autocrats  whose  time  has  clearly  ended,  whose  people 
are  clearly  dissatisfied  with  them.  We  have  no  interest  now  and  we 
have  had  no  interest  for  a  while  in  supporting  Mr.  Mobutu. 

U.S.  policy  is  beginning  to  change  on  this  and  we  are  beginning 
to  take  a  more  aggressive  stance  with  talk  about  freezing  his  as- 
sets. I  am  not  sure  that  this  is  going  to  be  enough  but  it  seems  to 
me  that  because  we  cannot  effectively  go  it  alone,  we  ought  to  be 
prepared  with  our  allies  to  take  a  more  aggressive  stance,  a  more 
active  stance  against  dictators  that  refuse  to  abide  by  the  will  of 
their  people. 

CONSOLIDATING  DEMOCRACY  IN  AFRICA 

My  second  point  is  the  challenge  to  the  United  States  of  realizing 
its  policy  of  extending  and  consolidating  democracy  in  Africa.  And 
here  I  think  we  find  some  very  hopeful  signs.  You  can  look  at  Afri- 
ca as  a  cup  half  full  and  a  cup  half  empty.  There  are  many  prob- 
lems there.  But  I  think  the  degree  of  political  change  in  tne  last 
2  years  is  really  quite  striking  in  the  region  and  is  often  unrecog- 
nized. But  there  is  no  doubt  tnat  many  of  these  new  governments 
partially  democratized  or  wholly  democratized,  which  are  very  poor 
and  struggling,  need  help. 

They  need  two  things  from  us.  They  need  our  words.  Our  words 
are  even  more  important  than  our  money.  Our  words  must  be  con- 
sistent in  supporting  political  change,  consistent  between  Washing- 
ton and  the  field  (that  has  been  a  problem  in  the  past)  and  above 
all  consistent  with  our  allies.  There  is  a  problem  in  Francophone 
Afi-ica  in  particular  as  the  French  Government  seems  to  be  backing 
away  fi'om  its  support  for  democratization  there  and  giving  signals 
to  some  of  the  African  autocrats  that  maybe  it  is  not  so  important 
to  abide  by  the  will  of  their  people.  We  will  have  to  face  the  ques- 
tion of  whether  we  are  in  line  with  the  French,  and  whether  they 
are  in  line  with  us.  But  it  is  not  only  the  French,  it  is  others  as 
well. 

We  can  also  provide  economic  support  for  newly  democratic 
forces  as  we  have  in  the  past.  I  do  not  think  we  should  provide  so 
much  support  that  the  new  governments  will  be  overwhelmed  and 
their  independence  undermined  but  I  think  there  is  plenty  of  scope 
for  helping  with  training  and  advice  for  political  parties,  for  newly 
independent  judiciaries,  for  the  media  and  so  on.  We  could  do  more 
there. 

DEVELOPMENT  IN  AFRICA 

Third,  and  I  think  most  basically,  we  still  face  the  problem  of  de- 
velopment in  Africa  and  I  hope  we  will  not  forget  it  in  the  face  of 
all  of  these  other  problems. 

Without  peace  and  without  good  government,  there  is  not  going 
to  be  development.  But  even  with  peace  and  good  government,  de- 
velopment is  still  a  challenge.  Africa  is  still  the  poorest  part  of  the 
developing  world,  the  one  that  is  making  the  least  progress,  the 
one  that  has  the  most  challenges.  These  challenges  will  be  with  us, 
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and  the  problems  of  poverty  in  Africa  will  be  with  us,  for  the  fore- 
seeable future. 

We  need  to  continue  to  support  the  economic  reforms  that  Afri- 
can governments  have  implemented  but  we  have  to  do  more  than 
that.  We  are  going  to  have  to  get  involved  in  reconstruction  in 
states  that  have  been  ravaged  by  civil  conflict.  And  we  have  to  ex- 
pand and  strengthen  our  efforts  to  help  human  resource  develop- 
ment and  infrastructure  so  key  to  the  future  of  growth  in  the  re- 
gion. 

The  Africans  still  need  our  help  more  than  almost  any  other 
place  in  the  world  as  well  as  our  words  and  our  actions.  But  we 
have  to  tailor  that  help  to  the  needs  and  opportunities  of  the  coun- 
tries we  are  dealing  with.  We  must  have  flexibility  and  we  must 
be  present  in  those  countries  to  do  that. 

DANGER  OF  DISENGAGEMENT 

Finally,  Africa  has  never  been  among  our  top  foreign  policy  prior- 
ities. I  know  that  very  well  from  my  time  in  government  as  well 
as  my  time  in  the  academy.  We  have  a  lot  of  other  crises  in  the 
world  right  now  and  a  lot  of  crises  at  home.  And  so  there  is  a  dan- 
ger that  we  disengage  and  drift.  I  hope  that  will  not  happen.  This 
is  a  region  in  the  world  where  more  than  any  other  our  values  will 
be  tested.  And  it  is  a  region  where  we  can  really  make  a  difference. 
I  hope  that  we  will  stay  involved;  I  hope  we  will  be  able  to  take 
initiatives  where  they  will  be  beneficial,  and  I  hope  we  will  be  able 
to  continue  to  help  Africans  gain  better  lives  for  themselves. 

Thank  you,  Mr.  Chairman. 

Chairman  HAMILTON.  Thank  you,  Ms.  Lancaster. 

Mr.  Lucas,  are  you  ready,  or  do  you  want  us  to  go  ahead  with 
Mr.  Robinson?  You  came  in  a  little  late.  I  would  be  glad  to  give  you 
time  to  adjust  if  you  would  like. 

Mr.  Lucas.  Well,  I  always  like  to  follow  Randall  Robinson.  I 
never  want  to  go  before  him. 

[Laughter.] 

Chairman  Hamilton.  All  right. 

Mr.  Robinson,  we  will  let  you  go  ahead  and  then  we  will  go  to 
Mr.  Ayittey  and  then  back  to  you,  Mr.  Lucas. 

Mr.  Robinson. 

STATEMENT  OF  RANDALL  ROBINSON,  EXECUTIVE  DIRECTOR, 

TRANSAFRICA 

Mr.  Robinson.  I  am  afraid  to  ask  Mr.  Lucas  what  his  comment 
means. 

Thank  you,  Mr.  Chairman. 

This  opportunity  comes  at  a  propitious  time  in  U.S. -Africa  rela- 
tions. The  cold  war  has  ended.  A  new  president  is  in  the  White 
House.  A  new  Congress  will  puzzle  out  American  foreign  policy  to- 
ward the  world  in  the  post-cold  war  era. 

LACK  OF  U.S.  SUPPORT  FOR  DEMOCRACY  IN  AFRICA 

It  was  Africa's  great  misfortune  that  colonialism  ended  during 
the  cold  war.  Buffeted  by  the  theories  of  struggle  between  the 
Western  democracies  and  the  Eastern  Bloc  countries,  Africa  had  no 
real  chance  in  the  1960's  to  cultivate  democratic  institutions,  val- 
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ues  and  habits.  After  centuries  of  slavery  and  colonial  exploitation, 
Africa  launched  into  independence  with  arbitrarily  drawn  borders, 
fewer  colleges  than  the  city  of  Boston,  over  90  percent  illiteracy 
and  no  infrastructure  of  consequence. 

If  democracy  was  the  objective  of  African  elites  trained  in  metro- 
pole  Europe,  it  clearly  was  low  priority  for  the  former  colonial  pow- 
ers, the  Soviet  Union  and  the  United  States.  The  dominating  prior- 
ity for  us  was  Soviet  containment.  Where  geostrategic  interests 
could  not  be  reconciled  with  American  underpinning  for  nascent 
democratic  institutions,  democracy  went  unsupported,  if  not  by  our 
rhetoric,  quite  demonstrably  by  our  resources. 

TRAGIC  RECORD  OF  U.S.  AID  RECIPIENTS 

In  the  30-odd  years  of  sub-Saharan  African  independence,  we 
have  given  the  bulk  of  American  foreign  assistance,  lamentably 
much  of  it  military  assistance,  to  six  countries:  Somalia,  Liberia, 
Sudan,  Zaire,  Ethiopia  and  Kenya.  Only  one  of  the  recipient  heads 
of  state  was  elected,  Daniel  Arap  Moi  of  Kenya,  and  he  only  once 
fairly,  notwithstanding  the  Kenyan  elections  last  December  29th. 

Of  the  six,  all  are  virtual  economic  disasters,  outperformed  in  the 
main  by  countries  with  less  original  infrastructure  and  with  consid- 
erably less  help  from  the  United  States.  Not  one  during  our  period 
of  assistance  has  enjoyed  anything  close  to  authentic  democracy. 
All  have  been,  save  Ethiopia,  recently  notorious  human  rights  vio- 
lators. 

The  tragedy  of  Somalia  is  to  some  significant  degree  a  further 
consequence  of  cold  war  rivalries.  After  9  years  of  fractious  civilian 
rule,  Siad  Barre,  a  colonel  in  the  Italian  colonial  force,  in  1969 
seized  power  in  Mogadishu.  For  21  years,  until  his  overthrow  in 
1991,  he  first  wdth  Soviet  military  support  and  later  with  ours  ran 
brutally  roughshod  over  Somalia,  destroying  virtually  all  of  its  po- 
litical and  social  institutions. 

From  1977  to  1989,  American  support  for  his  tyrannical  regime 
ran  to  $884  million,  including  $200  million  in  military  aid  in  the 
form  of  tanks,  surface-to-air  missiles,  recoilless  rifles  and  armored 
personnel  carriers.  Today,  the  precolonial  pastoral  Somalia  of  cen- 
turies can  barely  be  discerned  under  the  rubble  of  cold  war  arms. 

Liberia  lies  in  wreckage  for  much  the  same  reason.  During  the 
1980's  after  Sergeant  Samuel  Doe  had  overthrown  Liberia's  flawed 
democracy,  we  provided  this  decidedly  undemocratic  ruler  with 
$500  million  in  wherewithal  to  devastate  his  country. 

Some  have  said  Africa  is  largely  responsible  for  its  own  plight. 
I  do  not  believe  this  to  be  the  case.  I  have  never  flinched  from 
pointing  up  the  wrongs  of  African  governments,  whether  visited 
upon  their  people  by  the  undemocratic  whites  of  South  Africa  or 
the  undemocratic  blacks  of  Zaire.  One  should  take  time  to  distin- 
guish tyrannical  and  forcibly  imposed  African  governments  from 
those  millions  of  Africans  involuntarily  abused  by  such  govern- 
ments. 

For  that  matter,  no  one  can  persuasively  argue  that  the  people 
of  Zaire  at  the  end  of  the  colonial  era  had  any  real  chance  tor  de- 
mocracy, although  they  likely  cherished  it  as  much  then  as  they  do 
now.  It  is  no  longer  a  subject  for  debate  that  President  Mobutu 
Sese  Seko  of  Zaire  was  installed  27  years  ago  with  the  assistance 
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of  the  Central  Intelligence  Agency.  Through  the  years  since,  his 
kleptocracy  has  survived  with  American  assistance.  To  this  day,  he 
and  his  loyal  forces  remain  the  principal  impediment  to  democracy 
in  Zaire.  Only  in  the  last  months  has  the  United  States  requested 
that  he  step  aside. 

SUPPORT  FOR  DEMOCRATIZATION  IN  AFRICA 

Mr.  Chairman,  we  are  in  a  watershed  period  in  U.S.-Africa  rela- 
tions. Cold  war  considerations  no  longer  drive  American  policy. 
Over  20  African  countries  are  in  some  stage  of  democratization.  We 
must  give  them  our  unalloyed  support. 

By  all  accounts,  President  Eduardo  dos  Santos  won  the  United 
Nations  monitored  national  election  in  Angola.  We  must  signal  our 
support  for  democracy  there  immediately  by  recognizing  his  gov- 
ernment. 

In  South  Africa,  the  African  National  Congress  and  the  govern- 
ment have  agreed  that  there  will  be  before  the  end  of  this  year  na- 
tional elections  for  a  constituent  assembly  that  will  write  South  Af- 
rica's first  democratic  constitution.  Mired  in  recession,  with  7  of  28 
million  blacks  living  in  self-erected  shacks,  the  new  democratic  gov- 
ernment of  South  Africa  will  have  no  easy  go  of  it  under  the  best 
of  circumstances. 

With  its  elections  and  as  democratic  gains  are  negotiated  and  ex- 
ecuted, we  must  help  with  considerable  American  assistance  South 
Africa  consolidate  those  gains.  Much  the  same  we  should  do  or 
must  do  for  Namibia,  Benin,  Botswana  and  several  other  countries 
moving  toward  democracy  with  scarce  resources. 

With  respect  to  the  governments  that  continue  to  impede  the  de- 
mocratization process,  I  strongly  urge  a  cutoff  of  all  U.S.  assistance 
saving  that  going  through  the  channels  of  private  volunteer  organi- 
zations. 

MOTIVE  FORCES  OF  SOVIET  CONTAINMENT  AND  RACISM 

I  deeply  believe,  Mr.  Chairman,  that  for  the  last  30  years  U.S. 
policy  toward  Africa  has  essentially  been  shaped  by  two  motive 
forces,  neither  of  which  has  been  helpful  to  a  continent  struggling 
to  stabilize  its  political  and  economic  systems. 

The  first  motive  force,  of  course,  was  the  Soviet  containment  im- 
perative that  often  resulted  in  American  support  for  corrupt  Afri- 
can rulers  and  a  tarnish  to  our  own  ideals. 

The  second  motive  force  is  the  ugly  business  of  racism  as  a  silent 
undercurrent  in  American  policymaking.  As  a  general  society,  we 
know  less  about  Africa  than  any  other  part  of  the  world.  As  a  gov- 
ernment, we  give  Africa  less  and  value  it  less.  The  democratic 
idealism  that  makes  our  nation  great  has  traditionally  not  marked 
our  policy  toward  Africa.  One  is  led  inescapably  to  conclude  that 
race  has  more  than  a  little  to  do  with  this. 

OPPORTUNITY  FOR  NEW  U.S.  POLICY 

We  now  have  an  opportunity  to  turn  our  policy  dramatically  in 
the  right  direction.  To  African  democrats  and  despots  alike  we 
must  signal  our  unqualified  support  for  authentic  democratic  gov- 
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ernment,  strict  compliance  with  human  rights  standards,  and  hon- 
est economic  management. 

We  would  urge  the  Congress  to  appropriate  at  least  a  billion  dol- 
lars for  African  economic  assistance  this  year.  Those  countries 
struggling  to  democratize  must  get  our  help.  All  the  rest  must  get 
our  message. 

Thank  you,  Mr.  Chairman. 

Chairman  Hamilton.  Thank  you,  Mr.  Robinson. 

Mr.  Ayittey. 

STATEMENT  OF  GEORGE  B.N.  AYITTEY,  PROFESSOR  OF 
ECONOMICS,  AMERICAN  UNU^RSITY 

Mr.  Ayittey.  Mr.  Chairman,  distinguished  Members  of  Congress. 
I  would  like  to  take  this  opportunity  to  thank  you  for  giving  me 
this  great  opportunity  to  testify. 

AFRICA  ON  THE  BRINK  OF  COLLAPSE 

Many  African  governments  do  not  invite  those  with  alternative 
viewpoints  to  testify.  As  a  matter  of  fact,  they  are  liquidated.  It 
might  surprise  you  that  this  a  matter  of  fact  in  many  African  coun- 
tries. It  is  this  intellectual  barbarism  on  the  part  of  educated  Afri- 
can leaders  which  is  one  of  the  root  causes  of  our  crisis  in  Africa. 

As  distinguished  Members  are  well  aware,  the  continent  of  Africa 
teeters  on  the  brink  of  economic  collapse,  political  chaos  and  social 
disintegration.  The  crisis  is  particularly  alarming  in  sub-Saharan 
Africa,  or  black  Africa. 

The  World  Bank  projections  for  the  1990's  hold  out  very  little 
hope  for  black  Africa. 

Africa's  human  rights  record  is  worse  than  appalling,  and  as  the 
previous  witnesses  nave  testified,  there  are  atrocities  meted  out 
against  innocent  civilians  in  Zaire,  Togoland,  Sudan.  In  Sudan,  you 
have  a  government  which  has  been  dropping  bombs  on  civilians. 
The  catastrophe  looming  in  Sudan  would  make  Somalia  look  like 
a  picnic.  Already  500,000  people  have  perished  in  Sudan.  Sudan  is 
also  an  African  country  where  today  in  these  modern  times  blacks 
are  still  enslaved. 

Somalia  has  been  destroyed.  Ethiopia  destroyed.  Liberia  de- 
stroyed. Angola,  Mozambique  destroyed. 

Mr.  Chairman,  in  the  1960's,  we  Africans  fought  for  our  freedom 
and  independence  from  colonial  rule,  and  there  are  many  of  us  who 
are  angry  because  true  freedom  never  came  to  much  of  Africa,  nor 
did  prosperity  come  to  much  of  Africa. 

Out  of  the  52  African  countries,  only  12  of  them  can  be  said  to 
be  democratic.  And  Africa's  tyrants  and  dictators  are  among  the 
richest  in  the  world. 

We  all  know  that  President  Mobutu  of  Zaire  has  amassed  a  per- 
sonal fortune  of  close  to  $10  billion  in  Swiss  banks,  and  that  per- 
sonal fortune  exceeds  the  entire  foreign  debt  of  his  country,  the  for- 
eign debt  of  Zaire. 

President  Honphonet-Boigny  of  the  Ivory  Coast  has  also  amassed 
a  personal  fortune  close  to  $6  billion.  And  then  we  have  President 
Moi  of  Kenya  with  $3  billion,  Eyadema  of  Togo  with  $3  billion  and 
Hastings  Banda  of  Malawi  with  about  $2  billion. 
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It  is  not  the  responsibility  of  the  United  States  to  clean  up  the 
mess  in  Africa.  And,  as  a  matter  of  fact,  there  is  no  earthly  reason 
why  U.S.  Marines  should  die  in  Somalia.  But  they  did.  Because  of 
our  own  stupidity  and  mad  obsession  with  political  power. 

AID  DIVERTED  FROM  INTENDED  PURPOSE 

Africa  is  now  the  only  place  where  we  cannot  change  the  govern- 
ment without  destroying  our  own  countries.  Things  will  get  worse 
in  Africa  in  the  coming  years  and  there  will  be  more  insistent  de- 
mands for  more  aid  to  Africa  by  African  governments,  and  I  per- 
sonally would  like  to  appeal  to  you  that  these  demands  for  in- 
creased aid  should  be  ignored. 

It  is  not  that  Africa  is  not  deserving  of  aid.  As  a  matter  of  fact, 
more  than  $300  billion  has  been  pumped  into  Africa  since  the 
1960's.  But  there  is  nothing  to  show  for  this  aid.  We  all  know  that 
the  aid  does  not  reach  the  needy  in  Africa. 

If  a  bucket  is  full  of  holes,  it  makes  little  sense  to  pour  in  more 
water,  as  it  will  all  leak  away.  To  the  extent  that  we  have  leakages 
in  Africa,  corruption,  senseless  civil  wars,  economic  mismanage- 
ment, capital  flight,  no  amount  of  aid  will  save  Africa.  Common 
sense  suggests  that  we  plug  the  leakages  in  Africa. 

Let  me  give  you  an  example.  Every  year,  $15  billion  is  siphoned 
out  of  Africa  by  vampire  elites  and  kleptocrats  and  also  every  year 
African  governments  spend  about  $12  billion  to  import  weapons 
and  arms  and  to  maintain  the  military  in  Africa.  The  weapons  are 
not  used  to  establish  peace  and  order  and  stability  in  Africa  but  to 
slaughter  the  African  people.  If  you  add  these  two  sources  of  leak- 
ages alone,  you  get  $27  billion,  which  is  twice  as  much  as  the  total 
aid  Africa  receives  from  all  sources. 

FAILURE  OF  U.S.  AFRICA  POLICY 

Mr.  Chairman,  distinguished  members,  U.S.  policies  have  not 
been  effective  in  bringing  about  change  in  Africa.  There  have  been 
several  reasons. 

First  of  all,  the  objectives  have  been  muddled  and  conflicting  and 
there  has  been  lack  of  coordination  between  the  various  USAID 
agencies. 

Second,  partisan  politics.  The  Republicans  have  one  agenda,  the 
Democrats  have  another  agenda.  The  White  House  might  have  a 
different  agenda.  And  quite  often  there  have  also  been  turf  battles 
between  the  various  departments.  Human  rights,  for  example,  is 
the  domain  of  the  U.S.  State  Department.  It  may  certify  an  African 
country  as  ineligible  for  aid  but  it  can  be  overruled  by  the  White 
House.  All  these  send  very,  very  conflicting  messages  to  Africa. 

Third,  the  United  States  has  been  too  soft  on  black  African  dic- 
tators. Western  guilt  over  colonialism  and  the  slave  trade  have  pre- 
vented condemnation  of  the  brutal  acts  of  black  African  leaders. 
Whites  are  not  willing  to  criticize  black  African  leaders  for  fear 
that  they  might  be  labelled  racist.  And  black  Americans  have  not 
been  criticizing  black  African  leaders.  As  a  matter  of  fact,  they 
have  been  unwilling  to  do  so  but  would  rather  express  solidarity 
with  their  black  brothers  and  sisters  in  Africa.  These  sensitivities 
are  understandable,  but  they  do  not  help  us  in  Africa. 
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All  of  us  know  that  aid  to  Africa  has  not  been  effective.  There 
are  many  of  us  in  Africa  who  would  like  to  see  this  aid  cut,  but 
you  cannot  cut  it  because  if  you  do  the  black  caucus  will  scream 
racism. 

Mr.  Chairman,  the  failure  of  black  Africa  to  develop  has  nothing 
to  do  with  the  alleged  inferiority  of  blacks  as  a  people.  It  has  more 
to  do  with  our  leaders  pursuing  the  wrong  policies  and  imposing 
the  wrong  economic  and  political  systems  on  Africa. 

POLICY  RECOMMENDATIONS 

A  growing  Africa  should  serve  the  interests  of  both  the  United 
States  and  Africa,  because  there  are  many  minerals  in  Africa 
which  are  of  interest  to  the  United  States.  A  growing  Africa  can 
also  purchase  more  goods  and  services  from  the  United  States  and 
provide  job  opportunities.  And  to  help  Africa  grow,  there  are  cer- 
tain principles  that  I  would  recommend  that  the  United  States 
abide  by. 

First,  there  should  be  scrupulous  neutrality  among  the  various 
political  parties  in  Africa  and  the  warring  factions  in  Africa. 

Second,  standards  applied  must  be  done  so  with  rigorous  consist- 
ency to  all  the  African  nations.  We  cannot  condemn  apartheid  in 
South  Africa  and  yet  turn  a  blind  eye  to  the  de  facto  apartheid  re- 
gimes in  Mauritania  and  Sudan  and  also  what  black  African  lead- 
ers are  doing  to  their  own  people. 

We  must  also  distinguish  between  African  governments  and  Afri- 
can people.  The  two  bodies  are  not  necessarily  identical.  African 
governments  do  not  represent  their  people.  For  a  long  time,  Ameri- 
cans have  operated  on  this  rather  naive  assumption  that  helping 
African  governments  necessarily  helps  the  African  people.  This  is 
false.  Many  of  the  governments  in  Africa  are  illegitimate  and  woe- 
fully out  of  touch  with  reality  and  their  own  people. 

The  U.S.  Government  should  listen  more  to  the  true  African  peo- 
ple, not  to  illegitimate  governments  and  the  lobbies  who  act  on 
their  behalf 

Mr.  Chairman,  the  Government  of  Uganda  had  employed  lobbies 
here  in  Washington,  D.C.  and  pays  these  lobbies  $400  an  hour.  The 
U.S.  Government  should  listen  more  to  African  people.  There  are 
lots  of  African  exiles  here  in  the  United  States.  Ethiopians,  for  ex- 
ample, number  20,000. 

CONDITIONDSIG  U.S.  ASSISTANCE 

U.S.  aid  should  be  denied  to  any  African  country  which  is  ruled 
by  a  military  dictatorship  or  a  one-party  state  system.  The  U.S.  aid 
should  also  be  denied  to  any  African  country  which  spends  more 
than  10  percent  of  its  budget  on  the  military.  And  U.S.  aid  should 
also  be  denied  to  any  African  country  where  there  is  a  civil  war 
raging.  It  makes  no  sense  whatsoever  to  provide  aid  to  build 
bridges,  schools  and  roads  and  have  then  blown  up  by  insurgents. 

We  should  also  require  that  the  recipients  of  U.S.  aid  explain  to 
their  people  how  much  aid  they  received  from  the  United  States 
and  to  what  purpose  they  were  put.  We  have  people  in  Africa  being 
helped  and  yet  we  do  not  know  what  the  aid  and  the  assistance  are 
being  used  for.  There  is  too  much  secrecy  enshrouded  in  this  aid 
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allocation  business.  The  process  needs  to  be  opened  up  so  that  ordi- 
nary Africans  can  make  an  input. 

ENCOURAGING  THE  TRANSITION  TO  DEMOCRACY 

Finally,  I  would  like  to  recommend  that  whatever  the  United 
States  does  in  Africa  it  should  remember  the  following  principles 
and  that  is,  one,  not  all  blacks  share  the  same  viewpoint.  There  is 
as  much  diversity  of  opinion  within  the  black  community  as  in  any 
other  community  and  that  the  United  States  should  seek  as  diverse 
a  source  of  opinion  before  formulating  its  policies  in  Africa. 

Second,  we  should  all  realize  that  ultimately  it  is  Africans  who 
have  to  solve  Africa's  own  problems.  The  United  States  can  help 
but  the  initiative  has  to  come  from  Africa  itself. 

Towards  this  end,  the  United  States  needs  to  identify  reformers 
in  Africa  and  help  them.  For  far  too  long  aid  has  been  pumped  to 
governments  which  are  not  willing  to  reform  themselves  instead  of 
the  reformers  in  Africa. 

Third,  we  should  all  realize  that  prevention  is  better  than  cure. 
And  for  far  too  long  we  have  been  treating  the  symptoms  of  dis- 
eases in  Africa  and  not  getting  to  the  root  causes  of  our  economic 
crisis.  One  of  the  things  that  we  lack  most  is  the  absence  of  peace- 
ful mechanisms  by  which  we  can  transfer  political  power.  We  also 
lack  mechanisms,  as  witness  Carol  Lancaster  said,  for  the  peaceful 
resolution  of  conflicts  in  Africa.  These  two  mechanisms  have  to  be 
established  in  Africa  with  utmost  urgency. 

Where  there  is  a  transition  to  democracy,  we  must  ensure  and 
insist  that  the  rules  are  agreed  to  by  all  parties  and  not  manipu- 
lated and  controlled  by  one  side. 

Where  there  is  a  political  stalemate  as  in  Angola,  Ghana,  Cam- 
eroon, Kenya,  we  should  insist  that  all  parties  sit  down  at  a  nego- 
tiating table  to  recognize  and  to  resolve  their  differences.  The  Unit- 
ed Nations  General  Secretary  Bhoutros  Bhoutros  Ghali,  for  exam- 
ple, has  warned  that  if  the  Angolan  warring  factions  do  not  come 
up  with  a  cease-fire,  he  will  pull  out  U.N.  troops  by  April  30th.  I 
think  the  United  States  should  also  follow  suit  and  not  recognize 
any  of  the  governments  and  take  sides  in  this  particular  conflict. 

We  should  also — I  would  like  to  point  out  that  for  a  long  time 
the  United  States  and  international  election  observers  have  al- 
lowed themselves  to  be  used  by  shrewd  African  governments  to 
whitewash  fraudulent  electoral  processes  in  Cameroon,  Ghana  and 
Kenya,  for  example.  The  United  States  should  make  clear  that  it 
is  not  going  to  accept  any  election  results  until  all  parties  accept 
the  election  results. 

And,  finally,  the  United  States  should  not  reward  corruption  and 
tyranny.  The  United  States  should  make  it  clear  to  the  warring 
factions  in  Africa  that  at  some  time  in  the  future  a  war  tribunal 
will  be  set  up  to  try  all  those  g^lty  of  crimes  against  humanity  and 
the  United  States  should  also  help  Africans — ^two  days  ago,  the 
United  States  and  France  started  a  process  by  which  they  want  to 
seize  international  assets  of  President  Mobutu.  The  United  States 
should  also  extend  similar  help  to  other  African  countries  whose 
leaders  have  looted  their  countries. 

Thank  you  very  much,  Mr.  Chairman. 
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[The  prepared  statement  of  Mr.  Ayittey  appears  at  the  conclusion 
of  the  hearings.] 
Chairman  Hamilton.  Thank  you,  Mr.  Ayittey. 
Mr.  Lucas. 

STATEMENT  OF  C.  PAYNE  LUCAS,  PRESIDENT,  AFRICARE 

Mr.  Lucas.  Thank  you,  Mr.  Chairman,  for  this  opportunity  to 
share  with  your  committee  my  perspectives  on  U.S.  policy  in  Afri- 
ca. They  are  perspectives  formed  over  more  than  30  years  that  I 
have  spent  working  on  African  issues,  first  with  the  Peace  Corps 
throughout  the  1960's,  and  since  its  founding  in  1971  Africare, 
which  currently  supports  development  and  relief  programs  in  21 
countries  in  sub-Sahara  Africa. 

I  must  admit,  Mr.  Chairman,  I  was  startled  by  our  previous 
speaker  because  for  a  while  I  thought  he  was  talking  about  the  bil- 
lions of  dollars  in  our  savings  and  loan  scandal  here  in  America  or 
of  the  millions  and  billions  of  dollars  that  we  continue  to  pour  into 
the  Soviet  Union.  Perhaps  we  will  come  back  to  that. 

OUTSroE  FORCES  SHAPING  AFRICA'S  DESTINY 

I  will  start  by  conceding  that  Africa  has  not  fully  lived  up  to  our 
high  expectations  during  its  emergence  from  colonial  exploitation. 
Africans  bear  some  of  tne  blame,  but  for  the  most  part,  they  had 
little  or  no  control  over  the  forces  shaping  their  destiny,  notably 
the  cold  war  rivalry  between  East  and  West  and  the  international 
economic  order  established  and  maintained  by  the  industrial  world. 

It  might  be  interesting  to  subject  Africa  to  a  computer  model  in 
which,  starting  in  the  early  1960's,  we  and  the  other  outside  play- 
ers refused  to  send  billions  of  dollars  worth  of  arms  annually  to  the 
continent  of  Africa,  in  which  the  terms  of  trade  for  Africa's  major 
agricultural  and  mineral  exports  were  established,  in  which  the 
Lmited  Nations  acted  resolutely  again  in  an  idealized  and  less  po- 
larized world  to  complete  the  decolonization  process  peacefully. 

Imagine  an  Africa  that  had  managed  to  escape  violent  liberation 
struggles.  South  African  destabilization,  brutal  conflicts  in  Mozam- 
bique, Sudan,  Ethiopia,  Liberia  and  so  many  other  places.  The  sav- 
ings in  life  and  property  and  production  would  be  incalculable. 

Imagine  the  millions  of  refugees  and  internally  displaced  persons 
who  would  not  have  become  wards  of  the  international  community. 

Imagine  an  Africa  with  a  higher  and  more  reliable  cash  flow 
which  had  been  able  to  invest  more  in  education,  health,  agri- 
culture and  manufacturing,  to  deliver  services  to  its  people  and  to 
diversify  its  economy  from  reliance  on  cash  crops  and  depleting 
mineral  resources. 

When  we  look  at  Africa  today  and  survey  our  many  disappoint- 
ments, there  is  an  inevitable  temptation  to  write  off  Africa  as  mar- 
ginal to  our  larger  national  interests.  Although  we  have  sent  troops 
to  Somalia  saving  thousands  of  lives,  this  clearlv  is  an  exceptional 
ad  hoc  initiative  which  does  not  suggest  to  me  that  we  understand 
the  need  to  become  more  involved  in  Africa. 

CHANGING  THE  U.S.  PERCEPTION  OF  AFRICA 

To  the  contrary,  it  adds  to  the  impression  that  most  Americans 
have  of  Africa:  tnat  its  people  and  its  leaders  are  at  best  incom- 
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petent  to  run  their  own  affairs  effectively  and  that  Africa  deserves 
our  attention  only  when  we  are  faced  with  outright  human  catas- 
trophe. 

It  is  against  this  backdrop  that  the  Clinton  administration  and 
this  Congress  must  shape  an  Africa  policy  which  recognizes  that 
the  continent  and  its  700  million  people  instead  of  being  a  ward  de- 

Eendent  on  our  charity  have  a  crucial  role  to  play  in  building  a  sta- 
le world  community  amidst  inherently  unstable  post-cold  war  con- 
ditions. 

Developing  and  conducting  sound  foreign  policy,  it  seems,  has 
been  preempted  by  crisis  management.  In  the  Africa  context,  we 
now  spend  more  on  disaster  assistance  than  on  development  aid. 
We  obviously  need  a  policy  which  aggressively  reverses  this  trend 
by  promoting  peace,  stability  and  growth  and  thereby  minimizing 
the  social  and  political  conflict  which  threatens  to  drag  Africa  back- 
ward to  a  point  of  no  return. 

We  have  put  many  of  our  eggs  recently  in  the  democratization 
basket.  However,  we  often  leave  African  reformers  to  hatch  these 
delicate  eggs  into  a  political  environment  dominated  by  economic 
stagnation,  poverty  and  violence. 

We  are  frankly  deluding  ourselves  if  we  think  that  we  can  help 
Africa  prosper  simply  by  sharing  with  them  our  time  tested  recipe 
for  constitutional  democracy.  Unless  we  provide  the  necessary  sup- 
port, we  can  expect  a  period  of  increasing  turmoil  in  Africa.  In  al- 
most every  country  which  the  United  States  has  considered  impor- 
tant over  the  past  30  years,  there  is  existing  or  real  potential  for 
serious  conflict.  Kenya,  Ethiopia,  Somalia,  Liberia,  Zaire,  Angola, 
Mozambique,  South  Africa,  Sudan.  It  makes  you  wonder  what,  if 
anything,  we  have  been  doing  right  over  all  of  these  years. 

NEED  TO  DEMIUTARIZE  AFRICA 

Each  of  these  situations  underscores  the  need  to  demilitarize  Af- 
rica. If  I  could  be  granted  one  wish,  it  would  be  to  turn  every  AK- 
47  on  the  continent,  and  there  must  be  millions,  into  a  hoe  or  a 
plow.  My  second  wish  would  be  to  establish  an  international  com- 
pact to  prevent  governments  and  arms  dealers  from  reequipping 
Africa's  burgeoning  militaries.  Apart  from  saving  lives,  this  would 
create  safer  ground  for  evolving  democratic  systems  and  releasing 
substantial  resources  for  development. 

With  fewer  weapons  available,  African  governments  and  their  po- 
litical opponents  would  be  free  to  strengthen  their  efforts  to  man- 
age diversity,  most  probably  through  devising  pluralistic  structures 
and  mechanisms  which  rely  more  on  effective  local  government 
than  on  central  authority. 

This  is  far  more  important,  I  think,  than  imposing  democratic 
models  of  European  or  North  American  origin.  Africans  have  demo- 
cratic traditions  of  their  own  based  on  consensus  building  and 
should  have  the  opportunity  to  adapt  these  to  their  particular  cir- 
cumstances. 

NEED  FOR  ECONOMIC  GROWTH 

Next  to  peace,  Africa  needs  economic  gn'owth.  Beginning  with  the 
slave  trade,  the  outside  world  has  systematically  stripped  Africa 
first  of  its  human  resources,  and  more  recently,  its  mineral  and 
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other  natural  wealth.  There  has  been  little  investment  in  African 
productivity,  especially  in  agriculture  and  manufacturing.  Some  of 
these  have  been  witting.  Some  have  not.  The  point  is  that  we  can- 
not expect  Africans  to  benefit  from  peace  and  democracy  unless  we 
are  willing  to  include  them  as  full  and  equal  pari^ners  in  the 
worid's  increasinglv  high  tech  economic  order. 

If  we  fail  to  help  create  an  external  enabling  environment  for 
sustained  economic  and  political  growth  and  stability,  we  can  ex- 
pect in  the  years  immediately  ahead  to  see  a  rising  level  of  violent 
disintegration  of  post-colonial  Africa.  We  have  already  seen  Soma- 
lia and  Liberia  virtually  self-destruct.  Angola  is  now  experiencing 
its  worst  bloodletting  ever.  In  spite  of  having  held  under  the  aeg^s 
of  the  United  Nations  its  first  fair  election,  Zaire  is  on  the  verge 
of  breaking  apart  and  South  Africa  is  teetering  on  a  disaster. 

STRATEGIC  SIGNIFICANCE  OF  AFRICA 

The  natural  tendency  of  our  foreign  policymakers  may  be  to  deal 
with  specific  countries  and  situations  where  our  interests  are  great- 
est and  to  abandon  the  rest  of  Africa  to  its  own  devices.  This  would 
repeat  our  past  mistake  of  tying  ourself  to  a  few  large  countries 
and  to  "big  men"  like  Mobutu  Sese  Seko  without  paying  attention 
to  the  broader  international  framework  in  which  they  and  the  rest 
of  Africa  fit. 

The  United  States  can  no  longer  afford  to  relegate  Africa  to  the 
back  burners  of  its  foreign  policv.  This  vast  continent  contains  53 
of  the  key  minerals  required  to  fuel  America's  industrial  growth.  It 
borders  the  major  sea  lanes  of  the  world  and  its  52  states  con- 
stitute an  important  constituency  in  a  voting  bloc  in  the  inter- 
national fora,  which  is  becoming  more  and  more  important. 

INTERNATIONAL  COMPACT  ON  AFRICA 

First,  we  need  to  integrate  Africa  more  effectively  in  our  overall 
foreign  policy. 

Second,  we  need  to  establish  a  compact  between  Africa  and  the 
world  at  large  which  pledges  both  to  mutually  agreed  measures  in- 
tended to  make  Africa  a  full  partner  in  building  a  new  world  order 
in  the  21st  century.  A  key  element  to  this  plan  would  be  an  invest- 
ment in  African  capacity  Duilding. 

Third,  we  must  give  both  economic  and  political  support  to  these 
nations  struggling  with  the  transition  to  democracy  and  free  mar- 
ket economies. 

I  realize  this  has  implications  which  go  well  beyond  what  we  can 
discuss  today  but  I  feel  very  strongly  tnat  we  in  the  international 
community  must  pursue  integrative  approaches  to  counter  the  op- 
posite forces  unleashed  by  the  end  of  the  cold  war.  Otherwise,  and 
I  am  speaking  not  just  of  Africa,  but  of  the  former  Soviet  Union 
and  the  Balkans,  we  risk  consigning  vast  stretches  of  mankind  lit- 
erally to  the  ash  heap  of  history. 

An  international  compact  on  Africa  might  have  several  major  ob- 
jectives. Demilitarization  would  be  one.  Broad  initiatives  on  arrest- 
ing environmental  degradation  may  be  another.  Others  would  in- 
clude improved  trade  and  greater  investment  in  Africa's  untapped 
agricultural  potential.  Africa  would  accept  responsibility  for  putting 
their  house  in  order.  We  and  the  rest  of  the  world  would  pledge 
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support  for  development  goals,  as  well  as  economic  and  political  re- 
forms, proposed  by  Africa. 

The  watchword  here  is  not  necessarily  democracy  but  good  gov- 
ernment. It  would  be  a  contract  on  a  grand  scale  and  generational 
timeframe.  Properly  administered,  such  a  plan  could  work,  but 
leaving  Africa's  future  to  potluck  and  piecemeal,  country  specific 
plans  seem  almost  guaranteed  to  fail. 

OPPORTUNITIES  FOR  THE  CLINTON  ADMINISTRATION 

President  Clinton  has  a  unique  opportunity  to  bring  Africa, 
America  and  the  world  together  in  a  common  cause.  Not  since  John 
F.  Kennedy  assumed  office  has  a  newly  elected  president  com- 
manded as  much  hope  and  respect  among  Africans  as  has  Bill  Clin- 
ton. To  many  Africans,  Clinton  represents  a  "new  dawn,"  a  power- 
ful symbol  associated  with  the  continent's  emergence  from  colonial 
domination. 

Today,  the  image  reflects  the  incipient  democratization  that  is  re- 
placing Africa's  first  generation  of  post-rulers  with  younger,  more 
pragmatic  and  better  educated  leaders  who  are  prepared  to  live  or 
die  politically  by  the  popular  vote. 

I  have  just  returned  from  one  of  Africa's  newest  democracies, 
Benin,  where  I  met  with  President  Soglo.  Here  is  a  country  with 
six  living  former  presidents,  each  free  to  speak  his  mind  without 
fear  of  detention  or  worse.  Once  a  Marxist  state,  Benin  wants  help 
to  develop  civic  and  other  nongovernmental  institutions  to 
strengthen  its  democratic  foundation.  It  also  needs  assurance  that 
we  will  support  its  embrace  of  difficult  economic  reform  well 
enough  and  long  enough  to  produce  growth  and  jobs.  Without 
these,  African  democracy  will  prove  to  be  a  shrinking  violet. 

In  his  campaign  speech  on  foreign  policy,  Clinton  stressed  the 
importance  of  helping  new  democracies,  particularly  in  the  former 
Soviet  Bloc,  to  weather  transitional  turmoil.  Africa's  democratic  re- 
birth is  no  less  vulnerable.  Africans  assume  Clinton  understands 
this  harsh  reality  and  will  act  accordingly.  They  believe  that  Afri- 
can democracy  is  inherently  as  worthy  as  Russian  democracy  and 
that  the  Clinton  administration  will  take  the  lead  in  giving  new 
meaning  and  substance  to  African  independence. 

RESPONDING  TO  NEW  GENERATION  OF  POLITICAL  LEADERS 

In  spite  of  its  frequent  crises,  natural  and  manmade,  Africa  has 
the  potential  to  be  a  keystone  of  stability  in  a  changing  world.  A 
new  generation  of  political  leaders  and  private  citizens  is  advocat- 
ing democratization,  human  rights,  economic  liberalization,  envi- 
ronmental protection  and  the  acceptance  of  ethnic  diversity.  We 
need  to  respond  in  kind  to  this  groundswell  of  enlightenment  on 
the  so-called  dark  continent. 

While  Africa  should  receive  its  fair  share  of  U.S.  economic  assist- 
ance, it  is  perhaps  even  more  important  to  better  target  the  aid  we 
do  provide.  We  can  serve  as  a  catalytic  agent  in  promoting  an 
international  compact  on  Africa.  Over  time,  such  a  compact  could 
reduce  costly  military  establishments,  civil  conflict  and  the  dis- 
placement of  millions  of  people.  Together,  these  account  annually 
for  billions  in  wasted  resources  and  lost  production. 
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Peace  is  linked  to  prosperity.  Without  tranquility,  democratiza- 
tion and  economic  reform  will  be  aborted.  Foreign  assistance  will 
be  merely  palliative.  Transnational  firms  and  investors  will  seek 
more  fertile,  less  risky  terrain.  No  amount  of  foreign  aid,  Mr. 
Chairman,  will  be  able  to  compensate  for  these  consequences. 

Thank  you. 

Chairman  Hamilton.  Thank  you  very  much,  Mr.  Lucas. 

We  will  begin  questions  with  the  chairman  and  the  ranking 
member  of  the  Subcommittee  on  Africa  and  then  proceed  after  they 
have  asked  their  questions  with  the  regular  order. 

Mr.  Johnston,  the  chairman,  is  recognized. 

TARGETING  U.S.  ASSISTANCE 

Mr.  Johnston.  Thank  you  very  much,  Mr.  Chairman. 

The  general  theme  of  all  four  speakers  seems  to  be  to  use  Mr. 
Lucas'  words,  that  we  better  target  the  aid  that  we  provide. 

Mr.  Robinson,  let  me  go  to  your  presentation  on  page  4  and  if 
I  could  just  read  in  part  from  that. 

"With  respect  to  the  governments  that  continue  to  impede  the  de- 
mocratization process,  I  strongly  urge  a  cutoff  of  all  U.S.  assist- 
ance, saving  that  going  through  the  channels  of  private  volunteer 
organizations." 

And  then  later  in  the  next  paragraph,  you  say  that  Africa  should 
receive  more  money.  Is  that  an  inconsistent  statement,  sir? 

Mr.  Robinson.  No,  not  at  all. 

Mr.  Johnston.  OK.  Tell  me  where  you  want  the  money  to  be  tar- 
geted then. 

Mr.  Robinson.  When  I  suggest  that  money  should  be  cut  off,  I 
am  simply  suggesting  that  it  should  not  go  through  governments. 
We  should  be  providing  more  aid  to  private  volunteer  organiza- 
tions, directly  to  some  of  the  civil  organizations  that  are  growing 
in  urban  settings  in  Africa  and  rural  settings  that  are  likely  to  do 
a  better  job  toward  development  than  some  of  the  governments  of 
the  countries  are. 

So  when  I  suggest  that  aid  should  not  go  through  Mr.  Mobutu 
because  it  would  never  reach  people,  it  should  go  directly  to  the 
Zairian  people.  We  are  giving  a  significant  amount  of  aid  to  South 
Afi-ica  now  but  not  through  the  Government  of  South  Afi*ica.  So 
that  is  the  distinction  to  be  made  there. 

Mr.  Johnston.  Now,  you  single  out  six  countries  here  which  are 
economic  disasters  that  we  supported  substantially  throughout  the 
years. 

What  conduit  would  you  use  to  get  aid  into  Liberia? 

Mr.  Robinson.  Well,  the  same  kinds  of  mechanisms.  There  are 
PVO's 

Mr.  Johnston.  Can  you  name  an  organization? 

Mr.  Robinson.  The  point  is  that  there  are  PVO's  operating  in  Li- 
beria. Mr.  Lucas  might  be  in  a  better  position  to  give  you  a  list  on 
those  active  PVO's  in  Liberia.  Also,  there  are  civil  organizations  in 
not  only  Liberia  but  places  like  Somalia,  people  working  very  hard 
on  a  daily  basis  to  reconstruct  their  societies.  I  think  we  have  three 
or  four  kinds  of  problems,  if  I  can  just  name  them. 

Mr.  Johnston.  Please. 
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PROBLEMS  WITH  AFRICAN  ASSISTANCE  PROGRAMS 

Mr.  Robinson.  Number  one,  we  have  repairs  to  do  for  cold  war 
damage  tx)  these  countries.  Arms  that  were  left  there  by  us  and  by 
the  Soviet  Union  have  to  be  gotten  out.  And  so  there  are  many  So- 
malias  in  Africa.  Virtually  all  of  these  six  countries  are. 

Then  we  have  the  problem  of  countries  like  Zambia,  where  Presi- 
dent Chiluba  is  trying  to  operate  a  World  Bank  structural  adjust- 
ment democracy  when  in  1991  the  price  of  the  staple  food  item 
meal  rose  1000  percent  and  he  was  rocked  in  the  first  9  months 
of  his  presidency  by  56  strikes  and  now  is  facing  the  discharge  of 
some  50,000  people  in  the  civil  service.  And  at  me  same  time,  he 
has  to  face  voters.  And  so  I  think  the  World  Bank  often  does  not 
have  a  clue  about  the  on-the-gpround  hardship  occasioned  by  World 
Bank  policies,  and  so  I  think  we  need  to  address  that  as  well. 

Then  there  is  the  problem  of  American  marginalization.  We  have 
lost  over  the  last  6  months  70  posts  in  the  Bureau  of  African  Af- 
fairs in  the  State  Department.  And  those  people  are  being  moved 
out  of  Africa  into  Eastern  Europe  and  other  kinds  of  posts.  The 
same  thing  is  happening  at  USAID. 

Then  there  is  the  problem  of  the  extent  to  which  we  really  value 
democracy  in  Africa.  I  think  in  fiscal  year  1990,  of  $171  million 
that  USAID  had  in  its  democracy  funding  we  gave  $73  million  to 
a  more  democratic  Latin  America  and  a  little  more  than  $500,000 
to  democratic  undertakings  in  Africa.  And  so  you  have  the  problem 
of  a  lack  of  American  concern  measured  in  dollars. 

So  it  is  not  just  amounts  of  money  but  where  we  put  that  money. 
Technical  assistance  going  directly  to  people  to  restart  their  econo- 
mies and  going  to  governments  where  those  governments  are  har- 
nessed and  helping  governments  like  the  Zambian  Government 
survive  if  we  expect  them  to  undertake  programs  of  structural  ad- 
justment. 

CRITICISM  OF  U.S.  POLICY  TOWARD  ZAIRE 

Mr.  Johnston.  Ms.  Lancaster,  in  Zaire,  and  I  quote  you,  there 
was  an  "inexplicably  passive"  United  States.  If  we  had  to  do  it  over 
again,  go  back  not  28  years  but  go  back  a  decade,  what  should  the 
foreign  policy  have  been  toward  Zaire? 

Ms.  Lancaster.  Our  policy  toward  Zaire  almost  since  Mr. 
Mobutu  came  to  power  in  1965  was  one  really  of  pursuing  our  in- 
terests— primarily  cold  war  issues. 

The  cold  war  obviously  has  gone.  It  had  not  gone  10  years  ago 
and  Mr.  Mobutu  was  helpful  in  the  U.S.  Government's  efforts  to 
supply  arms  to  the  UNITA  rebels  in  Angola. 

If  you  agree  with  that  policy,  then  you  would  probably  see  Zaire 
as  a  useful  cooperating  agent.  Without  debating  that  policy,  my 
point  is  this:  that  bv  the  end  of  the  1980's  we  had  almost  no  inter- 
ests in  Zaire.  The  Angola  conflict  was  coming  to  an  end.  The  cold 
war  was  gone.  And  what  is  inexplicable  is  the  fact  that  we  contin- 
ued to  be  rather  passive  in  our  pressure  on  Mobutu  to  withdraw 
from  power,  even  in  the  face  of  demands  from  his  own  people. 

I  suspect  that  was  a  result  of  the  Bush  administration's  focus  on 
other  issues,  and  the  fact  that  Mobutu  had  been  supportive  of  poli- 
cies before.  But  that  was  a  clear  place,  what  ever  one  thinks  oi  the 


156 

early  policies,  where  a  break  point  was  called  for.  We  should  have 
been  more  aggressive  verbally  over  the  past  2  years  in  encouraging 
Mr.  Mobutu  to  think  about  acceding  to  the  demands  of  his  people 
for  a  more  open  political  system. 

There  are  all  kinds  of  private  ways  we  could  have  encouraged 
him  to  withdraw  from  power.  We  would  have  had  to  have  done  it 
together  with  the  Belgians  and  the  French.  But  we  really  did  not 
pay  much  attention  to  this  problem.  We  had  some  critical  things 
to  say  about  Mobutu  but  we  proceeded  very  cautiously  with  Mr, 
Mobutu. 

I  think  we  could  have  been  more  aggressive  in  organizing  and  co- 
operating with  some  of  our  allies  in  both  pressuring  him  and  per- 
haps givmg  him  a  way  to  leave  the  country  while  saving  face.  We 
are  now  turning  to  a  more  aggressive  policy.  I  am  hoping  that  this 
policy  will  be  more  effective  and  more  aggressively  pursued. 

DETERMINING  AID  ALLOCATIONS 

Mr.  Johnston.  Thank  you. 

Mr.  Lucas,  aid  is  going  to  30  of  the  52  countries  in  Africa  and 
we  are  giving  the  entire  continent  less  than  a  billion  dollars.  ESF 
funds  are  just  about  to  go  off  the  board  now.  We  have  gone  from 
$51  million  down  to  less  than  $20  million.  Are  we  cutting  the  pie 
a  little  too  thin  there  in  giving  it  to  30  countries,  or  should  we  con- 
centrate on  a  dozen  countries? 

Mr.  Lucas.  Well,  you  know,  my  feeling  is  that  we  have  to  be 
careful  about  the  Balkanization  of  Africa.  We  have  said  that  any- 
where countries  are  engaged  in  democracy,  where  they  are  going 
through  the  kind  of  structural  adjustment  that  makes  sense,  then 
we  ought  to  assist  those  countries. 

Based  on  some  of  the  dialogue  that  we  have  seen  over  the  past 
year  in  some  of  our  quarters,  there  are  people  that  would  argue 
that  we  should  not  be  helping  a  little  country  like  Benin.  And 
today  we  see  Benin  as  a  bastion  of  democracy  with  a  leader  who 
has  sat  for  two  terms,  where  the  opposition  can  speak  freely. 

Mr.  Johnston.  What  is  the  population  of  Benin? 

Mr.  Lucas.  I  think  Benin  is  about  8  million.  Is  it  4?  It  is  4  mil- 
lion. 

Mr.  Johnston.  All  right. 

Mr.  Lucas.  So  the  point  is  here  you  have  this  little  country 
called  Benin.  Should  we  give  our  assistance  to  Benin  or  to  Nigeria? 
Here  is  a  country  surrounded  by  a  place  called  Togo,  which  is 
under  autocratic  rule.  We  should  stand  up  now  when  the  country 
is  practicing  democracy,  inviting  private  investment,  and  doing 
away  with  corruption.  Here  is  a  place  that  Randall  Robinson  just 
spoke  about  that  we  ought  to  be  working  in. 

We  should  not  have  anybody  at  State  and  AID  making  the  deci- 
sion to  work  in  what  we  call  countries  that  are  more  important. 
Anywhere  a  country  is  practicing  democracy  and  populated  is  the 
place  we  ought  to  help.  No  one  would  ever  make  that  argument  for 
the  CIS  countries. 

MODEL  for  democracy  IN  AFRICA 

Mr.  Johnston.  OK  Last  question.  Let  me  just  follow  up  on  that. 
On  page  4  you  talk  about  the  fact  that  imposing  democratic  models 
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of  Europe  and  North  American  origin  should  not  be  our  pohcy  and 
that,  and  I  quote,  "Africans  have  democratic  traditions  of  their 
own." 

What  do  you  envision  would  be  the  model  of  democracy  in  Africa? 

Mr.  Lucas.  Well,  my  point  was  that  to  impose  our  form  of  democ- 
racy as  we  know  it  may  not  be  applicable  to  all  African  countries. 
There  are  some  cases,  for  example,  where  it  would  not  be  in  our 
best  interest  to  take  the  transportation  system  or  the  public  utility 
system  and  turn  it  over  to  the  private  sector. 

What  we  are  seeing  now,  for  example — what  I  am  saying  is  that 
economic  free  market  economies  and  democracy,  as  we  know  it, 
may  not  be  so  compatible  in  Africa.  It  is  not  worth  a  dime,  for  ex- 
ample, in  some  African  countries,  to  make  the  free  enterprise  sys- 
tem available  to  the  private  sector,  and  Africans  do  not  have  the 
wherewithal  to  buy  it.  We  see  that  happening  now  with  South  Afri- 
cans investing  in  Zambia. 

My  point  is  democracy  alone  may  not  work  some  places. 

Mr.  Johnston.  You  were  talking  more  about  economics  than  you 
were  governance,  then. 

Mr.  Lucas.  Yes.  I  was  talking  more  about  economics  than  gov- 
ernance, but  it  is  also  quite  conceivable  in  Africa  that  you  could 
have  a  government  with  intelligent  rulers  who  are  not  corrupt, 
where  you  have  transparency,  and  not  have  a  democracy  in  the 
U.S.  definition  of  the  word. 

Mr.  Johnston.  Thank  you,  Mr.  Lucas. 

Thank  you,  Mr.  Chairman. 

Mr.  Lucas.  I  think  good  government  is  what  we  are  looking  for. 

AID  ALLOCATION 

Chairman  Hamilton.  Mr.  Johnston,  I  wonder  if  I  could  follow  up 
on  your  question. 

I  would  like  to  hear  from  the  other  three  witnesses  here  on  the 
question  Mr.  Johnston  asked.  You  have  a  pot  of  money  here.  It  is 
not  going  to  get  any  larger.  It  goes  to  36  countries  today.  Is  that 
the  best  use  of  our  aid  money?  Or  should  it  be  targeted  on  a  very 
few  countries?  What  is  the  opinion  of  the  panel  on  that? 

Mr.  Lucas,  as  I  understood  you,  you  suggested  that  we  keep  it 
spread.  This  is  an  important  question  for  us.  I  would  like  to  hear 
the  other  panelists  comment  on  it. 

How  do  you  best  and  most  effectively  use  this  $800  million  or 
whatever  the  figure  is  to  promote  our  interests  in  Africa? 

setting  criteria  for  aid  eligibility 

Ms.  Lancaster.  Maybe  I  could  start,  Mr.  Chairman. 

I  recall  a  decade  ago  spending  a  fair  part  of  my  10  years  in  gov- 
ernment arguing  whether  we  should  concentrate  our  aid  or  wheth- 
er we  should  distribute  it  more  broadly.  It  is  obviously  not  a  new 
one. 

I  would  agree  with  what  all  the  witnesses  have  said  in  one  way 
or  another  here,  that  we  should  not  exclude  any  country  on  the 
basis  of  its  size  but  that  we  must  set  criteria  for  how  we  distribute 
our  aid.  And  we  are  freer  in  the  1990's  than  we  were  in  the  1980's 
or  the  1970's,  to  set  that  criteria  according  to  what  we  think  will 
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work  and  what  we  think  is  right.  We  do  not  have  to  use  our  aid 
so  much  to  support  our  friends  in  the  cold  war. 

The  criteria  I  think  we  probably  all  aCTee  on  or  at  least  there 
seems  to  be  something  of  a  consensus  in  this  panel  is  that  we  must 
have  governments  that  respond  to  the  will  of  their  people  or  are 
trying  to  respond  to  the  will  of  their  people,  evolving  toward  more 
open  political  systems.  And  that  is  certainly  the  will  of  the  majority 
of  Africans  I  come  in  contact  with.  We  must  help  governments  that 
are  trying  to  shape  their  economies  in  ways  that  will  promote  re- 
covery and  gfrowth. 

Those  are  the  two  main  criteria  for  the  distribution  of  our  aid. 
Perhaps  one  other  thing  we  might  think  seriously  about  doing, 
again,  given  the  spreading  conflicts  in  Africa,  is  to  set  aside  some 
funds  U)  help  resolve  those  conflicts.  I  must  say  I  am  not  nearly 
as  pessimistic  as  my  colleague  George  Ayittey.  Civil  conflict  is  a 
problem  but  there  is  much  constructive  to  oe  done. 

Thank  you. 

Chairman  Hamilton.  In  applying  the  criteria  you  are  talking 
about,  do  you  end  up  with  a  lot  fewer  than  36  countries? 

Ms.  Lancaster.  I  think  you  probably  would  right  now. 

Chairman  Hamilton.  OK.  Mr.  Robinson  and  then  Mr.  Ayittey. 

U.S.  SHOULD  SUPPORT  ALL  AFRICAN  DEMOCRACIES 

Mr.  Robinson.  Well,  I  agree  with  Mr.  Lucas,  that  wherever  there 
is  an  earnest  democratic  effort  being  made  we  ought  to  give  sup- 
port. 

I  recall  when  Namibia  won  its  independence  they  did  everything 
asked  of  them — they  put  in  place  the  most  democratic  constitution 
in  Africa,  one  of  the  most  democratic  in  the  world,  at  least  as 
democratic  as  our  own.  And  the  Bush  administration  offered  them 
$500,000  and  that  was  upped  to  $10  million  by  the  Congress  at  the 
time,  but  still  too  small  an  amount.  And  this  was  for  an  economy 
that  was  saddled  by  a  debt  incurred  by  South  Africa  that  the  new 
Government  of  Namibia  had  to  honor. 

The  same  is  the  case  for  Zambia,  where  you  have  a  president 
who  is  trying  with  scarce  resources  to  make  this  democracy  work 
and,  at  the  same  time,  implement  structural  adjustment.  We  can- 
not abandon  a  country  like  Zambia. 

But  it  is  not  just  a  question  of  money.  There  is  so  much  we  can 
do  on  the  question  of  Zaire.  I  would  support  Congressman  Payne's 
initiative  for  a  freeze  in  the  assets  of  Zaire,  not  just  in  this  country 
but  inviting  our  allies  to  freeze  Zairian  assets,  Mr.  Mobutu's  assets 
really,  in  Europe.  And  that  will  put  a  stop  to  that. 

So  it  is  not  just  a  matter  of  bringing  it  out  of  government,  but 
there  has  to  be  some  participation  through  PVO's,  with  our  own  bi- 
lateral program,  and  a  more  sensitive  World  Bank  that  seems  to 
understand  more  about  trade  relations  and  less  about  technological 
development  and  manufacturing,  and  almost  nothing  about  the 
consequences  on  the  ground  of  some  of  their  strictures. 

And  so  in  all  three  areas  we  can  work  and  it  is  not  just  a  ques- 
tion of  money.  But  on  the  basic  issue  of  whether  we  pick  some  de- 
mocracies over  others,  I  think  that  would  be  a  dangerous  thing  to 
do  and  not  well  advised  at  all. 

Mr.  Johnston.  Mr.  Ayittey. 


159 

AID  SHOULD  BE  LIMITED  TO  DEMOCRACIES 

Mr.  Aytttey,  Mr.  Chairman,  African  views  have  been  changing 
recently  and  very  rapidly,  and  let  me  sort  of  try  and  give  you  a 
sense  of  this  shifting  direction  of  change  in  African  views. 

Throughout  our  history  in  Africa,  we  have  had  all  sorts  of  for- 
eigners come  and  sort  of  profess  that  they  have  been  doing  things 
to  help  the  African  people.  Colonialism  was  good  for  us  because  it 
helped  civilize  us.  Slavery  was  good  for  us. 

Mr.  Chairman,  I  am  speaking  as  an  African,  foreigners  can  come 
to  Africa,  the  United  States  can  come  to  Africa  and  pursue  its  in- 
terests. The  Soviet  Union  has  been  to  Africa  to  pursue  interests. 
Japan  pursues  its  interests  in  Africa.  China  pursues  its  interests 
in  Africa.  I  do  not  see  anything  wrong  with  the  United  States  pur- 
suing its  own  interests.  But  I  think  the  United  States  should  define 
clearly  what  its  objectives  in  Africa  are. 

However,  there  is  now  a  growing  number  of  Africans  who  are 
now  saying  that  we  are  going  to  pursue  our  own  interests.  And  our 
interest  in  Africa  is  that  we  have  leaders  who  have  failed  us  and 
we  want  to  get  rid  of  them.  If  the  United  States  wants  to  deal  with 
these  leaders,  it  should  do  so  at  its  own  risk.  And  therefore  if  we 
want  to  reform  foreign  aid  to  Africa,  the  number  of  African  coun- 
tries receiving  U.S.  aid  should  be  reduced  from  36  to  the  12  which 
are  currently  democratic. 

Chairman  Hamilton.  Mr.  Burton  is  the  ranking  member,  and  he 
ib  recognized. 

Mr.  Burton. 

NEED  FOR  SELECTIVITY  IN  DISTRIBUTION  OF  AID 

Mr.  Burton.  Thank  you,  Mr.  Chairman.  I  will  not  take  a  gpreat 
deal  of  time.  I  have  to  leave  for  another  meeting. 

I  think  that  it  was  very  interesting.  This  is  one  of  the  panels  that 
I  have  enjoyed  more  than  any  we  have  had  appear  before  us  for 
a  long  time,  and  I  even  agreed  with  Mr.  Robinson  on  a  few  issues. 
Usually  we  do  not  agree  very  much. 

Let  me  just  say  that  one  of  the  things  that  struck  me  as  a  real 
positive  idea,  Mr.  Chairman,  was  Mr.  Lucas'  idea  of  some  kind  of 
international  compact  on  Africa.  We  have  been  giving  billions  of 
dollars  over  the  years  to  a  lot  of  leaders  over  there  and  I  was  mak- 
ing a  list. 

Mr.  Mobutu  of  Zaire  has  millions,  probably  billions,  stashed  some 
place.  He  has  to  go.  But  in  any  event,  he  has  raped  his  country. 
I  went  to  Botellite  and  he  spent  $50  million  on  his  home.  I  mean, 
can  you  imagine  a  $50  million  home?  You  ought  to  see  that  place. 
It  has  crystal  chandeliers  hanging  outside. 

Mr.  Doe  in  Liberia,  before  he  died,  he  had  compiled  considerable 
funds. 

Idi  Amin  lives  in  Saudi  Arabia,  living  off  the  wealth  of  its  people. 
Mengistu,  who  raped  Ethiopia,  is  living  in  Zimbabwe  like  some 
kind  of  a  potentate  down  there,  and  I  can  go  on  and  on  and  on. 

And  much  of  this  is  done  with  the  taxpayers'  dollars  of  the  Unit- 
ed States  of  America,  and  it  seems  to  me  that  we  must  be  very  se- 
lective. We  have  limited  resources  with  which  to  give  foreign  aid 
and  we  should  be  encouraging  the  kinds  of  changes  they  have 


160 

talked  about.  All  the  panelists  have  talked  about  democracy  and 
human  rights. 

SUPPORT  FOR  INTERNATIONAL  COMPACT  ON  AFRICA 

Incidentally,  alone  the  line  of  human  rights,  I  think  it  is  extraor- 
dinarily important  mat  if  we  could  come  up  with  some  kind  of  an 
international  compact  on  Africa  dealing  with  the  economic  and 
democratic  problems,  that  we  also  have  some  kind  of  an  inter- 
national boay  that  would  condemn  if  not  bring  to  trial  those  who 
are  flagrant  violators  of  human  rights  in  Africa. 

We  are  talking  about  that  right  now  in  the  former  Yugoslavia 
and  I  think  the  same  kind  of  principle  should  be  applied  to  Africa. 
We  have  people  over  there  who  have  done  horrible,  norrible  things 
to  their  people.  And  if  we  could  bring  them  to  justice,  I  think  it 
would  send  a  very  strong  message  to  other  would-be  despots  and 
might  discourage  that  sort  of  thing. 

So  I  guess  my  view,  Mr.  Chairman,  I  will  not  ask  any  questions, 
I  think  this  panel  has  been  very  informative.  I  think  that  we 
should  be  very  selective  in  the  resources  that  we  give  to  various 
countries  in  Africa.  It  should  be  given  to  them  on  the  basis  of  what 
they  plan  to  do  for  their  country,  reviewed  on  a  very  regular  basis 
so  if  they  are  doing  like  Mobutu  has  done  in  Zaire  and  has  sent 
his  money  all  over  the  world  to  various  banks  and  has  all  kinds 
of  palatial  estates  in  different  countries,  that  we  should  curtail 
those  funds  and  urge  our  allies  to  do  likewise. 

It  does  not  seem  to  me  prudent  or  proper  that  when  people  are 
running  around  naked,  starving  to  death  and  living  a  terrible,  ter- 
rible life  that  we  should  be  giving  some  sergeant  who  has  ascended 
to  power  the  life  of  an  imperial  potentate  or  even  better. 

So  I  think  we  should  be  selective.  I  think  that  we  cannot  possibly 
with  the  limited  resources  that  we  are  going  to  have  in  the  area 
of  foreign  aid  adequately  take  care  of  all  of  the  countries  in  Africa. 
So  if  we  were  to  give  money  to  those  that  were  doing  the  things 
that  we  thought  were  proper  in  the  area  of  democracy  and  free  en- 
terprise and  human  rights,  it  would  certainly  encourage  the  other 
countries  to  fall  in  line  because  they  would  know  that  they  would 
not  get  foreign  assistance  from  the  United  States  unless  they  were 
willing  to  do  so. 

Ana  with  that,  I  want  to  thank  the  panel.  I  think  it  has  been  the 
best  panel  that  we  have  had  before  the  committee  for  a  long  time. 

Chairman  Hamilton.  Thank  you,  Mr.  Burton. 

Mr,  Menendez. 

DEMOCRATIZATION  AS  PRIORITY  FOR  ASSISTANCE 

Mr.  Menendez.  Thank  you,  Mr.  Chairman. 

I  am  perplexed  about  tne  importance  that  the  panel  gives  to  ef- 
forts of  democratization  in  terms  of  our  aid.  I  heard  Mr.  Robinson's 
comments  and  I  understand  how  he  clarified  that  in  terms  of  not 
giving  monies  to  governments  but  to  individuals.  Nonetheless,  with 
respect  to  governments,  you  just  suggested  that  those  that  continue 
to  impede  the  democratization  process  not  get  any  dollars. 

I  heard  Mr.  Ayittey  refer  to  foreign  aid  to  Africa  not  being  effec- 
tive and  his  metaphor  of  a  bucket  of  holes  which  needs  the  holes 
to  be  plugged  first  before  we  continue  to  move  forward  and  his  sug- 
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gestion  that  we  reduce  from  36  to  12  the  countries  that  are  receiv- 
ing aid  from  us. 

Mr.  Lucas'  commented  that  we  have  put  many  of  our  eggs  re- 
cently in  the  democratization  basket  and  are  deluding  ourselves 
into  thinking  that  that  is  the  way  in  which  we  are  going  to  have 
Africans  prosper.  And  yet  he  finished  with  saying  that  without 

geace  and  tranquility  democratization  and  economic  reforms  would 
e  abortive.  I  wonder  how  one  has  peace  and  tranquility  without 
democracy  of  some  form. 

And  so  my  question  is:  what  is  the  priority  that  the  panel  gives 
to  democratization  in  determining  aid  to  African  governments  and, 
if  it  is  a  high  priority,  do  we,  for  example,  pursue  sanctions  such 
as  the  Congress  did,  I  believe  it  was  back  in  1986,  when  it  overrode 
the  presidential  veto  creating  sanctions  in  South  Africa? 

Do  we  pursue  that  in  Zaire  and,  if  so,  what  forms  should  they 
take? 

I  would  like  to  hear  the  panel's  comments  on  that. 

POUTICAL  LIBERALIZATION  AS  FERST  THRESHOLD  FOR  ASSISTANCE 

Ms.  Lancaster.  Maybe  I  can  start  out  here  while  Payne  decides 
how  to  answer  the  part  of  the  question  that  appeared  to  be  directed 
to  him. 

I  would  like  to  make  one  point  first  that  the  committee  might 
want  to  bear  in  mind  as  it  thinks  about  its  own  legislation  in  this 
area.  We  are  talking  about  criteria,  we  are  talking  about  democ- 
racy, we  are  talking  about  economic  reform.  We  might  agree  that 
it  is  good  to  promote  democracy. 

I  think  it  is  going  to  be  very  difficult,  though,  to  agree  on  how 
we  judge  when  a  government  is  eligible  for  aid,  if  it  is  in  the  proc- 
ess of  democratizing,  or  if  it  has  already  fully  democratized. 

Mr.  Ayittey  has  talked  about  only  the  12  governments  that  are 
in  the  process  or  that  have  achieved  what  we  might  agree  is  de- 
mocracy. I  think  we  are  going  to  also  be  confronted  with  the  prob- 
lem of  deciding  about  those  governments  that  have  done  some  way 
but  not  all  the  way.  What  about  Ghana?  What  about  Kenya? 

So  I  throw  that  out  to  you  just  as  a  problem  one  is  going  to  have 
to  deal  with  in  the  practical  world  if  we  go  forward  with  this  kind 
of  criteria. 

My  personal  view  is  that  because  of  our  own  values — the  value 
we  clearly  put  on  human  rights  and  increasingly  on  political 
rights — I  think  we  are  very  clearly  in  the  process  of  moving  in  this 
direction  in  Africa  as  we  have  done  in  other  parts  of  the  world. 

It  is  true,  as  my  colleague  C.  Payne  has  said,  that  you  can  have 
weak,  ineffectual  democratic  governments  and  you  can  have  strong, 
effective,  authoritarian  governments  and  that  does  pose  a  problem. 
There  has  to  be  some  measure  of  flexibility  here  because  we  do 
have  another  goal  which  is  promoting  development  in  the  region. 

But  it  is  so  clear  in  Africa  in  the  last  2  years  that  Africans,  par- 
ticularly educated  Africans,  are  really  demanding  political  open- 
ings. I  think  this  horse  is  out  of  the  barn  and  I  think  if  we  do  not 
recognize  that  and  incorporate  it  into  our  own  policies,  we  will  be- 
come irrelevant. 

So  political  liberalization  and  human  rights  need  to  be  the  first 
threshold  that  we  pass  when  we  decide  on  an  aid  program.  Govern- 
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ments  like  those  of  Zambia,  Benin  or  Mali  are  doing  the  very  dif- 
ficult task  of  implementing  both  political  reforms  and  economic  re- 
forms and  ought  to  be  the  kind  of  government  that  we  would  put 
the  most  priority  on  helping. 
Thank  you. 

NEED  TO  ENCOURAGE  FREEDOM  OF  EXPRESSION 

Mr.  Ayittey.  If  I  may  make  a  few  statements.  I  would  like  us 
to  remember  that  there  are  three  types  of  reform  needed  in  Africa: 
economic  reform,  political  reform  and  there  is  another  type  of  re- 
form which  is  often  not  talked  about  and  that  is  intellectual  re- 
form. 

In  the  past  two  decades  in  the  U.S.  dealings  with  Africa,  the 
USAID,  World  Bank  and  IMF  has  tried  to  promote  economic  re- 
form. It  was  only  recently  in  1989  that  th^  U.S.  added  democratiza- 
tion or  political  reform. 

See,  the  point  is  the  t3T)e  of  economic  system  Africa  needs  has 
to  be  debated  and  decided  by  Africans  themselves.  The  type  of  po- 
litical systems,  whether  it  is  democratic  by  Western  standards  or 
by  Eastern  standards,  it  is  Africans  who  have  to  determine  what 
is  good  for  them.  But  they  cannot  make  this  determination  without 
freedom  of  expression.  To  me,  freedom  of  expression  is  one  of  the 
most  important  of  all  the  human  rights  conditions. 

Now,  Africans  cannot  make  any  determination  about  political 
freedom  or  economic  freedom  when  dissidents  or  those  who  express 
contrary  opinions  are  being  thrown  into  jail  in  Africa.  The  media 
is  owned  by  African  governments.  The  TV,  the  radio,  the  news- 
papers. 

We  ought  to  get  the  media  out  of  the  hands  of  corrupt  and  incom- 
petent governments  in  Africa  so  that  Africans  themselves — in  our 
traditional  system,  as  Mr.  Lucas  said,  we  had  consensus  democracy 
and,  as  a  matter  of  fact,  I  wrote  a  book  about  indigenous  African 
institutions,  how  we  governed  ourselves,  how  we  ran  our  economies 
before  the  colonialists  came. 

Every  African  will  affirm  the  fact  the  if  there  is  any  issue  the 
chief  will  put  the  issue  before  the  people  under  a  big  tree  and  we 
debate  it  until  we  reach  a  consensus.  We  cannot  do  this  in  Africa. 
And  therefore  if  Americans  want  to  help  us  in  Africa  to  determine 
the  type  of  political  systems  we  want,  it  is  not  Americans  to  pre- 
judge the  type  of  political  system  that  is  good  for  it. 

It  is  us,  both  the  government  and  the  opposition,  which  have  to 
make  this  determination  to  g^ve  us  mutual  satisfaction. 

And  also  in  Ghana,  Cameroon  and  Kenya  where  you  have  a  polit- 
ical stalemate,  the  United  States  should  not  accept  the  election  re- 
sults there  just  by  the  fact  that  international  observers  have  cer- 
tified that  it  is  free  and  fair  because  the  people  of  Ghema  and 
Kenya  are  not  accepting  those  results. 

AID  REQUIRED  TO  EASE  IMPACT  OF  STRUCTURAL  ADJUSTMENT 

Mr.  Robinson.  A  farmer  in  virtually  any  African  country  under- 
taking structural  reform,  economic  reform,  cannot  afford  fertilizer. 
A  Harvard-trained  professor  at  the  University  of  Dar  es  Salaam  is 
now  making  about  $100  a  month  because  of  structural  adjustment. 
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Wages  for  Zambia  have,  since  Mr.  Chiluba's  election,  fallen  30  per- 
cent because  of  structural  adjustment. 

It  is  without  assistance  almost  impossible  to  reconcile  World 
Bank-ordered  structural  adjustment  with  democratic  initiative,  for 
people  cannot  run  for  office  like  that.  And  we  ought  to  understand 
that  well  because  American  candidates  are  not  wonderfully  honest 
during  our  own  campaigns  about  the  kinds  of  hardships  that  will 
be  visited  upon  the  American  people  because  people  do  not  like  to 
make  those  kinds  of  choices. 

Now,  that  pales  in  comparison  to  what  has  been  occasioned  by 
structural  adjustment  programs  for  the  middle  class  African  in 
coming  to  terms  with  these  programs.  Ghana,  for  instance,  has  put 
its  books  in  order,  gotten  a  great  deal  of  export  earning  from  the 
sale  of  timber.  But  now  its  forest  is  about  25  percent  of  what  it  was 
originally  so  that  Ghana's  future  has  been  mortgaged  because  of 
these  programs. 

And  if  we  expect  to  see  economic  management,  structural  adjust- 
ment and  democratic  reform  at  the  same  time,  we  are  going  to 
have  to  help  these  countries  that  are  doing  30  percent  of  their 
earnings  out  in  debt  service  get  over  the  crest  of  that  hill  and  we 
can  do  that  but  we  need  to  look  at  the  kind  of  aid  we  are  giving, 
to  whom  we  are  giving  it  and  for  what  purpose. 

Very  little  of  it  has  been  directed  or  focused  on  training,  the 
manufacturing,  technological  development,  programs  that  will  give 
Africa  the  capacity  to  produce  for  local  consumption  and  export.  We 
have  to  do  things  for  Africa,  help  it  with  its  export  earning. 

The  other  problem  is  that  we  have  almost  no  African  economists 
working  in  the  design  of  World  Bank  policy.  These  policies  are 
made  by  World  Bank  macroeconomists  and  imposed  on  Africa  with- 
out a  view  toward  the  hardships  that  will  be  occasioned  by  these 
programs. 

And  so  I  think  we  have  to  see  all  of  these  things  in  concert  and 
take  them  carefully  under  advisement. 

CONDITIONING  AID  ON  HUMAN  RIGHTS  PRACTICES 

Mr.  Lucas.  Mr.  Chairman,  I  do  want  to  make  one  comment 
about  where  we  should  put  our  aid.  First  of  all,  I  want  to  say  that 
one  has  to  be  very  careful  about  when  you  talk  about  Africa  and 
even  Africans,  because  most  Africans  do  not  really  know  a  hell  of 
a  lot  about  AJfrica.  Those  living  in  Nigeria  know  very  little  about 
what  is  going  on  in  Tanzania.  So  I  want  to  make  this  clear,  when 
we  make  this  claim  about  Africa,  we  want  to  put  the  disclaimers 
in  the  spotlight,  because  we  know  a  country  like  Botswana  has  $4 
billion  worth  of  surplus  and  there  are  a  number  of  countries 
around  Africa  that  are  doing  very  well,  so  I  want  to  add  that  com- 
ment. 

But  my  point  is,  if  I  were  the  head  of  the  Agency  for  Inter- 
national Development  and  also  responsible  for  the  eye  to  replenish- 
ment, I  would  not  provide  assistance  to  any  country  in  Africa  vio- 
lating human  rights  and  freedom  of  the  press.  I  think  those  are  the 
minimum  conditions  that  provide  for  citizen  participation  in  gov- 
ernment which  in  fact  gives  you  transparency  and  the  opportunity 
for  people  to  speak  freely.  That,  in  fact,  would  be  my  criteria. 
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How  do  you  define  that?  I  think  working  with  AID,  working  with 
the  Congress,  working  the  Bank,  et  cetera,  are  necessary  instru- 
ments of  participation.  The  fundamental  criteria,  however,  is  that 
people  have  to  be  free. 

AFRICA'S  POTENTIAL  AS  TRADING  PARTNER 

We  must  clearly  understand,  and  I  realize  how  much  we  have 
been  overtaken  by  the  monumental  events  in  the  CIS  and  Eastern 
Europe,  that  there  is  in  fact  a  revolution  going  on  in  Africa  the 
likes  of  which  the  world  has  never  been  witness  to  before.  Either 
we  respond  to  that  revolution  by  participating  in  it  or  the  Japanese 
and  others  will. 

The  fact  of  the  matter  is  here  is  a  continent  where  we  talk  about 
foreign  aid  instead  of  foreign  trade.  However,  when  you  put  to- 
gether the  nations  of  Africa,  who  collectively  have  more  than  150 
million  people,  the  world's  greatest  natural  resources,  geopolitically 
and  geographically,  we  have  a  continent  with  enormous  unleashed 
potential. 

In  a  world  in  which  we  advocate  being  "global,"  the  United 
States  would  be  derelict  and  the  Congress  irresponsible  if  we  did 
not  become  major  economic  players  in  Africa. 

Up  until  this  moment  in  history,  U.S.  trade  to  Africa  outside  of 
South  Afinca  and  the  oil  in  Nigeria  and  other  oil-dominated  econo- 
mies, has  been  nonexistent.  So  the  instructions  to  the  Bank  and 
the  instructions  to  AID,  how  do  we  involve  the  private  sector  in  de- 
veloping this  continent? 

First  and  foremost,  we  know  we  have  to  get  good  governance  and 
stability.  Once  we  get  that,  then  we  ought  to  unleash  American 
know  how,  that  will  not  only  provide  jobs  for  Africa,  but  also  pro- 
vide jobs  here  at  home. 

Chairman  Hamilton.  Mr.  Oilman,  and  then  Mr.  Hastings,  Mr. 
Payne  and  Mr.  Wynn. 

Mr.  Oilman. 

AIDS  EPIDEMIC  IN  AFRICA 

Mr.  Oilman.  Thank  you,  Mr.  Chairman.  Again,  I  want  to  com- 
mend you  for  holding  tnis  fifth  in  a  series  of  hearings  on  vital  is- 
sues affecting  America's  foreign  policy,  and  I  am  pleased  we  have 
such  a  distinguished  panel  here  who  has  given  us  a  great  deal  of 
food  for  thou^t.  Too  oft^n  we  only  hear  of  Africa  in  times  of  fam- 
ine or  in  misery,  and  as  we  look  to  some  of  the  nations  like  Soma- 
lia, Mozambique,  Liberia  and  other  modern  tragedies  we  see  im- 
ages as  has  already  been  painted  here  of  extreme  poverty,  death 
and  destruction. 

The  AIDS  epidemic  threatens  to  decimate  entire  populations  in 
that  part  of  the  world,  and  refugees  from  violent  conflicts  threaten 
to  overwhelm  a  number  of  those  nations. 

So  I  think  it  is  extremely  important  we  examine  these  issues  and 
I  ask  that  my  opening  statement  be  made  part  of  the  record,  Mr. 
Chairman. 

Chairman  Hamilton.  Without  objection. 

[The  prepared  statement  of  Mr.  Oilman  appears  at  the  conclu- 
sion of  the  hearings.] 
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Mr.  Oilman.  Mr.  Chairman,  the  medical  disaster  of  AIDS  may 
well  become  a  major  problem  in  much  of  Africa  in  this  next  decade. 
What  should  we  do  to  try  to  prepare  for  this  disaster,  to  try  to  less- 
en the  severity  of  the  issue  throughout  the  continent? 

Any  panelists  want  to  address  that? 

Ms.  Lancaster. 

NEED  TO  ENCOURAGE  AIDS  PREVENTION 

Ms.  Lancaster.  Yes.  I  was  just  saying  I  will  be  the  fool  that 
rushes  in  where  angels  fear  to  tread  here. 

We  obviously  do  not  have  a  cure  for  AIDS.  That  would  be  the 
main  thing  that  would  be  helpful.  I  think  we  therefore  must  look 
at  measures  involving  prevention.  And  that,  of  course,  involves  Af- 
rican governments  particularly  being  willing  to  help  educate  their 
own  people  about  the  causes  of  AIDS.  This  is  something  that  they 
have  gradually  come  around  to  doing  for  the  most  part  in  the  last 
several  years. 

I  think  they  could  probably  be  helped  a  little  more  in  the  area, 
both  with  our  persuasion  and  perhaps  with  some  financial  incen- 
tives. 

There  are  other  more  basic  things  that  need  to  be  done,  it  seems 
to  me.  But  I  am  not  sure  how  far  we  can  go  in  promoting  these. 
One  involves  changes  in  the  status  of  women.  Women  need  to  know 
what  their  rights  are,  what  the  causes  of  AIDS  are,  to  have  some 
way  of  dealing  with  pressures  on  them  that  involve  the  trans- 
mission of  AIDS. 

I  think  personally  the  health  care  side  of  AIDS  looks  so  large 
that  I  wonder  whether  there  are  resources  available  in  the  inter- 
national community  to  deal  with  the  now  7  million  Africans  that 
are  estimated  to  be  infected  with  the  AIDS  virus  and  the  succeed- 
ing 7  million  that  are  projected  to  become  infected  in  the  next  10 
years. 

If  I  had  the  pot  of  money  to  distribute  and  the  authority  to  de- 
cide, I  would  put  the  emphasis  on  prevention. 

Thank  you. 

FOREIGN  ASSISTANCE  WILL  HELP  COMBAT  AIDS 

Mr.  Robinson.  I  just  want  to  add  to  that. 

Mr.  Oilman.  Mr.  Robinson. 

Mr.  Robinson.  The  World  Health  Organization  predicts  that  by 
1996  20  percent  of  Africa's  labor  force  will  be  wiped  out  by  AIDS. 
Money  is,  of  course,  fungible.  And  the  money  we  provide  to  govern- 
ments to  implement  the  kinds  of  reforms  we  are  talking  about,  it 
gives  those  governments  the  discretion  to  come  to  terms  with  this 
and  to  address  some  of  these  problems. 

Many  of  the  things  that  we  take  for  granted  in  the  United 
States,  public  education  through  electronic  media,  these  things  are 
unavailable  in  developing  countries,  particularly  in  the  rural  areas. 
And  so  we  see,  of  course,  a  heterosexual  disease  in  some  places 
with  a  30  percent  infection  rate  without  the  capacity  to  address  the 
issues  at  least  in  public  education  available  to  us  in  the  developed 
world. 

But  to  the  extent  that  we  respond  to  these  countries'  efforts  to 
both  democratize,  reform  and  develop,  I  think  we  strengthen  their 
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capacity  to  address  the  challenge,  the  campaign  of  public  education 
on  AIDS  as  well. 

CONGRESSIONAL  MANDATE  FOR  AIDS  EDUCATION 

Mr.  Oilman.  Any  others?  Mr.  Lucas. 

Mr.  Lucas.  Mr.  Chairman,  I  would  like  to  point  out,  one  of  the 
things  that  the  Congress  did  a  few  years  ago  was  to  create  this  pro- 
gram of  child  survival.  Of  all  the  aid  programs  that  we  have 
mounted  in  the  last  decade,  none  have  been  more  effective  than 
child  survival.  It  was  a  congressional  mandate,  the  bureaucrats  un- 
derstood it  and  the  PVO's  understood  that  the  Congress  was  inter- 
ested in  it.  Due  to  those  factors  a  lot  of  wonderful  things  are  hap- 
pening in  our  child  survival  program. 

That  is  not  to  ignore  the  fact  there  may  have  been  one  or  two 
other  programs  that  did  succeed,  but  child  survival  is  the  most  ag- 
gressive, intelligent  effort  that  we  have  done  in  foreign  assistance 
over  the  last  10  years. 

Having  said  that,  we  need  to  do  the  same  thing  with  AIDS.  The 
fact  of  the  matter  is  that  we  solved  the  first  problem:  African  gov- 
ernments have  recognized  that  AIDS  is  their  problem  and  have 
started  public  campaigns  to  address  the  issue.  Initially  they  denied 
the  AIDS  issue.  Now  tney  recognize  that. 

Mr.  Robinson  has  said  high  tech  could  help,  but,  what  is  fun- 
damentally necessary  is  a  congressional  mandate.  If  we  could  get 
a  mandate  to  the  community  that  AIDS  is  a  program  and  a  project 
that  the  Congress  is  interested  in,  public  support  would  follow  suit. 
Under  Secretory  Sullivan's  administration,  as  a  result  of  the  effec- 
tiveness of  a  national  cohesive  program,  we  now  have  this  great 
place  in  Atlanta  called  CDC.  If  we  could  establish  a  political  com- 
mitment to  the  AIDS  issue  and  embark  on  a  massive  education 
program  in  Africa,  it  would  have  enormous  impact.  But  that  will 
need  a  congressional  mandate. 

FIGHTING  CORRUPTION 

Mr.  Oilman.  It  seems  we  need  a  summit  meeting  of  the  African 
nations  to  address  this.  As  you  have  said  in  other  issues  involving 
African  policy,  it  is  the  African  people  themselves  that  are  going 
to  have  to  wake  up  to  this.  The  leaders  are  going  to  have  to  wake 
up  to  this  serious  crisis. 

I  was  astounded  at  Mr.  Ayittey's  testimony  concerning  the  bil- 
lions of  dollars  accrued  by  some  of  the  corrupt  leaders,  $10  billion 
by  Mobutu  and  Moi  $3  billion,  Hastings  another  $2  billion,  $18  bil- 
lion all  together  in  their  private  treasuries,  more  than  our  total  for- 
eign aid  funding  for  the  year. 

What  are  we  going  to  do  about  corruption?  How  do  we  handle 
corruption?  How  do  we  turn  that  around  in  the  African  nations  to 
stem  the  tide  of  corruption? 

I  address  it  to  any  of  the  panel. 

Mr.  Lucas.  One  issue  that  is  evident  of  the  need  for  a  reorga- 
nized U.S.  foreign  aid  program  is  its  inability  to  identify  corrup- 
tion. In  addition  to  the  fundamental  preconditions  of  free  press  and 
the  protection  of  human  rights,  we  should  create  a  system  that  can 
more  effectively  manage  our  money  abroad  in  order  to  avoid  cor- 
ruption. 
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Mr,  Oilman.  Well,  should  we  deny  assistance  where  we  find  cor- 
ruption? 

Mr.  Lucas.  I  believe  that  in  these  difficult  times  when  we  have 
to  do  more  with  less,  any  place  where  substantive  corruption  exists, 
foreign  assistance  should  be  denied,  with  the  exception  of  humani- 
tarian assistance. 

Mr.  Oilman.  We  are  talking  now  about  corruption  in  the  admin- 
istration of  the  government  of  those  nations. 

Mr.  Robinson.  Let  me  disagree  with  Mr.  Lucas  on  one  point.  I 
do  not  think  you  can  have  good  government  in  the  long  term  with- 
out democracy.  If  Lord  Acton  was  right,  it  is  just  not  possible. 

And  to  the  extent  that  you  have  democratic  opportunity,  you  get 
forbearance,  you  get  patience,  you  get  tolerance,  you  get  a  culture 
of  democracy  in  these  countries  and  to  the  extent  that  that  can  be 
developed,  cultivated,  I  think  then  there  are  checks  and  balances 
built  into  systems  that  limit  corruption  opportunities. 

But  if  you  have  a  kind  of  system  with  one  person  one  vote  once 
henceforth  and  forever,  corruption  is  unavoidable,  even  in  the  best 
of  people. 

Mr.  Oilman.  Well,  then  how  do  we  correct  that?  Should  we  with- 
hold assistance  to  those  nations  where  we  find  corruption  is  en- 
demic? 

Mr.  Robinson.  I  think  that  is  certainly  the  case  and  I  think  you 
will  find  that  corruption  and  impediments  to  democracy  are  hand 
partners  and  the  same  power  holders. 

EXPOSURE  AS  antidote  TO  CORRUPTION 

Mr.  Oilman.  Mr.  Ayittey. 

Mr.  Ayittey.  I  think  corruption  is  a  very,  very  serious  problem 
in  Africa  and  should  not  be  taken  lightly  because  Africa  loses  tre- 
mendous resources  through  corruption,  billions  have  been  hoarded 
and  stashed  abroad  by  leaders  who  condemn  colonial  exploitation 
but  do  not  see  their  own  exploitation  and  rape  and  plunder  the 
treasuries  in  Africa. 

We  want  this  money  back.  We  want  this  money  repatriated  to 
Afi-ica.  And  it  is  a  good  thing  the  United  States,  Belgium  and 
France  want  to  seize  international  assets  of  Mobutu.  But  you  see 
one  of  the  most  effective  antidotes  against  corruption  is  exposure. 
Exposing  it  in  the  media. 

And  I  agree  with  Payne  Lucas  that  the  free  media  is  very,  very 
important  in  getting  corruption  exposed  but  we  cannot  in  Africa  be- 
cause the  media  is  controlled  by  African  governments.  And  you 
cannot  expose  corruption  here  in  the  United  States  also.  Why? 

Because  a  lot  of  people  do  not  want  to  appear  negative  on  expos- 
ing Africa's  problems,  so  nobody  wants  to  talk  about  it  and  it  we 
do  not  talk  about  a  problem,  the  problem  cannot  be  solved  and  that 
is  why  we  need  to  expose  it  to  the  media.  The  free  media  in  Africa 
is  most  important. 

And  also  the  CIA  is  very  much  aware,  I  believe,  about  the  trans- 
fer of — these  days,  you  know,  African  dictators  transfer  their 
money  through  electronic  kinds  of  mechanisms.  The  money  is  not 
going  to  Switzerland  any  more  but  it  is  going  to  the  Caribbean, 
Cayman  Islands,  Brazil.  And  I  think  these  monies,  these  illegal 
transfers,  should  be  monitored  and  published.  And  where  there 
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have  been  evidences,  I  think  African  governments  and  leaders 
should  be  asked  to  provide  justification  for  this  or  U.S.  aid  should 
be  cut  off. 

Mr.  Oilman.  I  see  my  time  has  run.  I  have  so  many  other  ques- 
tions but  I  hope  we  can  submit  some  of  these,  Mr.  Chairman  to  our 
panelists. 

I  want  to  thank  you  for  your  very  frank  and  candid  views. 

CORRUPTION  NOT  RESTRICTED  TO  AFRICA 

Chairman  Hamilton.  Mr.  Hastings. 

Mr.  Hastings.  Thank  you,  Mr.  Chairman. 

I  would  like  to  compliment  the  distinguished  panel  and  allow 
that  I  am  appreciative  of  the  information  that  you  have  reported 
to  us.  And  like  my  colleague  Mr.  Oilman,  just  simply  do  not  have 
time  to  ask  all  the  questions  that  I  would  like  to.  But  as  a  segue 
to  what  he  was  saying,  lest  we  lose  sight  of  the  notion  of  corrup- 
tion, corruption  does  not  only  exist  in  Africa  and  so  we  have  to 
have  some  intendment  to  what  it  is  that  we  are  about  when  we  go 
in  a  country  and  I  would  think  that  Mr.  Lucas'  and  Mr.  Robinson's 
point  and  Ms.  Lancaster's  are  specifically  salient. 

THE  CASE  FOR  AMERICAN  INVOLVEMENT 

Mr.  Ayittey,  just  to  have  you  clearly  understand,  America  does 
not  have  a  magic  wand  that  it  can  wave  and  cause  instant  freedom 
of  expression  throughout  the  world.  I  hear  you  argue  on  the  one 
side  for  the  establishment  of  structures  for  peaceful  transfer  and 
on  the  other  hand  arguing  that  America  should  do  nothing  and 
leave  you  alone. 

I  do  not  know  how  you  accomplish  what  you  would  like  us  to  ac- 
complish without  some  involvement  and  some  stated  purpose,  with 
the  administration  having  a  clear  purpose. 

MOST  IMPORTANT  ISSUES  FACING  AFRICA 

But  bevond  my  statement,  let  me  ask  in  a  more  global  way  what 
will  be  the  most  important  issues  in  Africa  as  you,  the  panelists, 
or  any  one  of  you  in  the  interests  of  time,  view  the  next  decade  of 
considering  refugees,  famine,  civil  war,  ethnic  strife,  AIDS  and  the 
environment,  and  specifically  can  I  get  a  yes  or  no  on  whether  we 
should  take  a  more  active  role  in  the  crisis  in  Liberia  and  once  I 
have  answers,  Mr.  Chairman,  I  have  no  further  questions. 

PREVENTING  FUTURE  SOMALIAS 

Mr.  Robinson.  Well,  one  of  the  things  that  we  have  not  consid- 
ered here,  Mr.  Hastings,  is  the  question  of  whether  we  pay  now  or 
pay  later. 

We  are  spending  in  the  billions  in  Somalia  and  the  kind  of  outlay 
we  are  talking  about  now  is  really  essentially  prophylactic.  If  we 
do  not  do  certain  things  now,  we  will  have  Somalias  later. 

The  same  thing  is  true  of  the  refugee  kind  of  problem.  Africa  has 
50  percent  of  the  world's  refugees  and  you  do  not  have  refugees 
when  you  have  economic  and  political  stability.  And  so  the  kinds 
of  assistance  that  we  can  give  to  governments  trying  to  implement 
these  programs  now  will  be  very  helpful  down  the  road  in  prevent- 
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ing  disasters  like  Somalia  and  Sudan.  And  so  that  is  why  the  focus 
has  to  be  on  the  two  notions  of  economic  stability  and  honest  eco- 
nomic management  and  the  question  of  democratic  reform, 

I  do  want  to  say  just  for  the  record  to  Mr.  Ayittey,  he  mentioned 
a  couple  of  things  m  his  testimony  I  just  do  not  want  to  let  pass. 
That  African  Americans  were  less  than  eager  to  be  critical  of  Afri- 
can governments  and  he  said  as  much  about  the  Congressional 
Black  Caucus.  I  think  the  testimony  here  of  mine  and  Mr.  Lucas 
and  virtually  everyone  I  know  who  nas  weighed  in  on  these  issues 
really  counters  dramatically  that  kind  of  baseless  charge  and  that 
is  certainly  not  the  case  with  the  Congressional  Black  Caucus, 

I  think  the  focus  here  ought  to  be  to  be  critical  where  the  facts 
warrant  it  but  to  be  at  the  same  time  constructive  about  what  we 
are  going  to  try  to  do  to  repair  this  damage  and  what  is  the  best 
role  that  this  country  can  play  in  repairing  damage  that  we  had 
some  contributions  to  make  to  during  the  cold  war  period. 

Mr.  Hastings.  Mr.  Chairman,  I  yield  back  my  time  because  in 
the  interests  of  time;  others  may  have  more  for  the  panel. 

Chairman  Hamilton.  Thank  you,  Mr.  Hastings. 

Mr.  Payne. 

NEED  TO  REASSESS  POST-COLD  WAR  FOREIGN  POLICY 

Mr.  Payne.  Thank  you  very  much,  Mr.  Chairman. 

Let  me  first  of  all  commend  you  for  having  this  very  important 
hearing  and  fine  panel.  I  sort  of  associate  my  remarks  with  the 
opening  remarks  of  Mr.  Hastings  on  his  feelings  toward  the  panel. 

I  would  just  like  to  mention  that  I,  too,  think  that  we  have  to 
reassess  our  foreign  policy.  I  think  the  whole  emergence  of  post-co- 
lonial days  in  Africa  came  about  the  time  when  the  heightening  of 
the  cold  war  was  the  most  important  issue  before  the  American 
government.  And,  unfortunately  for  Africa,  then  it  became  a  pawn 
in  the  cold  war  period. 

Our  support  lor  NATO  and  Portugal  therefore  opposing  the  free- 
dom fighters  of  Angola,  Mozambique  and  Guinea-Bissau  in  those 
early  days  I  think  was  a  flawed  policy  because  we  were  on  the 
wrong  side. 

And  as  we  supported  the  Mobutus  who  used  covert  aid  to  support 
Mr.  Savimbi  in  Angola  later  and  the  support  of  Mr.  Moi  in  Kenya 
because  he  was  anti-Communist,  the  support  of  Doe  in  Liberia, 
Mingistu  before  he  changed,  Barre  in  Somalia  after  Mingistu  went 
on  the  other  side.  The  support  for  Renamo  years  ago,  the  support 
for  Ian  Smith.  The  support  for  P.W.  Botha. 

But  then  when  we  moved  it  was  all  driven  by  one  goal,  to  defeat 
the  Soviets  in  the  cold  war.  And  therefore  we  looked  the  other  way 
and  allowed  things  to  occur  that  were  wrong.  We  did  not  let  democ- 
racy flourish,  we  supported  brutal  dictators.  And  I  think  that  the 
flawed  policy  of  post-colonial  Africa  is  more  driven  by  the  flawed 
policy  of  the  U.S.  Grovernment  during  those  years. 

I  think  that  it  was  not  only  in  Africa  and  therefore  disagree  with 
Mr.  Ayittey  about  the  fact  that  Africa  sort  of  stands  alone,  but  if 
you  look  at  our  policy  in  South  Korea  supporting  dictators  there 
and  thwarting  democracy  because  of  North  Korea  and  the  cold  war, 
the  fact  that  we  supported  Marcos  in  the  Philippines  which  had  a 
very  brutal,  repressive  government,  the  support  of  King  Farouk  in 
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Egypt,  we  could  go  on  to  Taiwan,  where  there  was  a  lack  of  democ- 
racy. Ten  times  as  many  dollars  were  spent  in  other  parts  of  the 
world  than  were  spent  in  Africa. 

And  so  although  I,  too,  am  critical  of  some  of  the  misguided  poli- 
cies of  this  cold  war  period  I  think  that  if  it  is  on  a  scale  of  1  to 
10,  Africa  is  probably  down  below  one  when  you  compare  the  bil- 
lions of  dollars  spent  around  the  world  supporting  dictators  who 
only  support  our  policy. 

SUPPORT  FOR  INCREASED  AID  FOR  AFRICA 

And  so  my  point  is  now  that  we  are  in  the  new  post-cold  war  era 
and  we  are  looking  at  hopefully  different  ways  to  use  our  foreign 
aid,  the  first  thing  I  would  like  to  say  is  that  I  am  not  so  sure  that 
we  have  to  feel  that  this  $700  or  $800  hundred  million  is  all  that 
we  can  get  for  Africa. 

I  womd  hope  that  because  of  the  democratization  and  the  tre- 
mendous amount  of  problems  happening  on  the  continent  that  we 
could  have  an  aggressive  push  to  have  an  increase  in  foreign  aid 
to  Africa  because  I  think  that  this  is  a  very  critical  time. 

So  would  the  panel  also  consider  that  just  as  free  press  and  de- 
mocratization should  be  ways  that  we  measure  where  our  foreign 
aid  should  go  we  should  also  tie  in  the  whole  question  of  demili- 
tarization and  the  reduction  of  funds  spent  in  the  military  as  being 
other  indices  as  to  where  we  should  see  a  shift  in  our  foreign  aid? 
And  I  would  just  ask  that  to  the  panel. 

DEMILITARIZATION  OF  AFRICA 

Mr.  Lucas.  Mr.  Chairman,  I  think  much  of  what  I  said  was  the 
question  of  demilitarization  of  the  African  continent. 

I  think  in  addition  to  the  question  of  a  free  press  and  lack  of 
human  rights  violations,  countries  that  are  spending  an  inordinate 
amount  on  arms,  other  than  the  minimum  required  for  internal  se- 
curity and  the  protection  of  frontiers,  ought  not  to  be  receiving 
money.  Even  today,  we  are  frightened  by  events  in  Togo,  what  is 
happening  to  the  people  there.  We  are  also  very  concerned  about 
the  amount  of  arms  that  are  present  in  some  African  countries  that 
our  AID  mission  knows  about,  the  U.N.  knows  about  and  that  Con- 
gress knows  about.  And  where  arms  are  being  required  in  places 
that  they  should  not  be,  then  we  ought  to  make  that  part  of  this 
criteria. 

success  of  small  targeted  aid  programs 

I  would  like  to  add  one  note,  Congressman  Payne.  I  currently 
serve  as  the  acting  chairman  of  the  African  Development  Founda- 
tion. Over  the  last  year,  I  have  been  stunned  by  what  the  $16  mil- 
lion we  provide  this  foundation  has  accomplished  throughout  the 
countries  where  we  work.  It  is  not  just  a  question  of  more  money, 
it  is  a  question  of  targeted  assistance. 

Here  you  are  taking  $50,000  grants  in  some  countries,  grants 
that  AID  or  a  multinational  institution  would  not  even  consider. 
They  would  be  too  small  for  consideration.  But  on  my  past  and  pre- 
vious trips,  I  have  been  absolutely  amazed  at  the  accomplishments 
of  these  funds.  Funds  that  we  have  not  put  in  the  hands  of  govern- 
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ments,  but  in  the  hands  of  individuals.  What  the  ADF  has  been 
able  to  achieve  through  programs  of  training  is  economic 
empowerment.  These  programs  enable  Africans  to  buy  tools  and  to 
sell  their  products  openly  on  the  market.  That  is  the  kind  of  work 
we  ought  to  be  doing  on  the  African  continent. 

PROHIBITING  AID  TO  MILITARY  REGIMES 

Mr.  Aytttey.  If  I  may  make  a  statement,  and  that  is  I  think  in 
my  testimony  I  have  stated  that  there  should  be  no  U.S.  aid  to  any 
military  dictatorships  in  Africa  period. 

The  problem  in  the  past  is  that  we  tried  to  make  exceptions. 
Take  Ethiopia,  for  example,  where  you  had  Mengistu,  and  Liberia 
and  Zaire.  These  three  countries  in  the  past  10  years  have  been 
ruled  by  military  dictatorships  and  I  would  like  to  assure  my  col- 
league here,  Mr.  Randall  Robinson,  that  we  very  much  appreciated 
his  important  work  that  he  did  in  the  crusade  against  apartheid  in 
South  Africa. 

It  is  not  that  I  am  particularly  sort  of  opposed  to  the  work  that 
African- Americans  have  been  doing  to  help  us  and  the  rest  of  Afri- 
ca, but  the  point  which  I  wanted  to  bring  about  is  the  point  that 
there  is  a  feeling  among  Africans  that  African-Americans  have  not 
been  tough  on  the  dictators  in  Africa  and  they  have  tended — in  the 
rest  of  Africa,  black  Africa,  they  have  tended  to  sort  of  condemn 
only  those  dictators  which  say  they  are  pro-West  and  have  shielded 
the  Marxist  and  the  socialist  dictators  in  Angola,  in  Mozambique 
and  also  in  Ethiopia. 

To  us,  a  military  regime  regardless  of  the  ideology  is  a  military 
regime  and  we  should  also  state  that  we  are  not  going  to  give  any 
U.S.  aid  to  an  African  government  which  spends  more  than  10  per- 
cent of  its  budget  on  the  military. 

Mr.  Robinson.  You  will  be  happy  to  learn  that  I  was  arrested 
at  the  Ethiopian  Embassy.  I  am  sure  you  will  change  course  now. 

AFRICAN- AMERICAN  RESPONSE  TO  DEVELOPMENTS  IN  AFRICA 

Mr.  Payne.  Thank  you.  I  would  also  like  to  clarify  the  issue.  I 
think  that  it  was  the  support  of  the  Congressional  Black  Caucus 
and  black  Americans  who  felt  that  our  policy  supporting  UNITA 
was  flawed,  they  felt  that  the  support  of  Mobutu  was  a  flawed  pol- 
icy, were  appalled  at  the  takeover  of  Doe  in  Liberia,  killing  so 
many  of  the  ruling  people  there. 

And  so  there  is  seemingly  a  lot  of  misinformation  that  would 
seem  to  be  out  there  but  I  guarantee  you  that  African-Americans 
in  this  country  have  been  as  opposed  to  these  leaders.  You  may 
confuse  the  Government  of  the  United  States  with  the  people  of  the 
United  States,  just  like  I  think  in  many  of  the  countries  you  men- 
tioned people  mistake  the  people  of  a  country  for  the  government 
of  a  country  and  we  find  that  there  is  always  seemingly  a  big  gap 
between  the  official  government  role  and  position.  Take  Zaire  in 
particular,  I  have  sent  a  letter  to  the  president  asking  for  some 
steps  to  be  taken,  for  the  people  of  Zaire. 
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THE  ROLE  OF  PVO'S 

I  just  have  a  final  question  since  we  are  probably  going  to  have 
a  vote  in  a  few  minutes. 

Mr.  Robinson,  you  might — well,  this  was  a  quick  one  for  the 
panel.  Would  you  support  U.S.  aid  going  more  directly  to  PVO's 
and  NGO's  than  in  the  old  traditional  govemment-to-government? 
Just  a  quick  yes  or  no. 

Mr.  Robinson.  I  think  I  would  be  a  bit  irresponsible  with  a  quick 
yes  or  no.  It  varies  from  government  to  government.  We  are  talking 
about  47  countries,  a  half  billion  people,  an  area  three  times  the 
size  of  the  United  States.  And  I  think  it  is  a  mistake  to  talk  about 
Africa.  You  have  to  look  at  this  on  a  country-by-country  basis.  And 
in  certain  situations,  PVO  funnels  would  be  the  useful  way  to  go. 
In  other  situations,  it  should  be  government-to-government.  I  think 
you  have  to  look  at  it  on  a  country-by-country  basis. 

Mr.  Payne.  All  right. 

SUCCESSES  of  bilateral  AID  PROGRAM 

Mr.  Lucas.  Mr.  Chairman,  I  agree  but  I  also  think  we  would  con- 
vey the  wrong  impression  and  having  recently  heard  some  remarks 
attributed  to  President  Clinton  about  the  status  of  U.S.  aid,  I  think 
the  worst  mistake  that  we  could  make  here  and  in  subsequent 
hearings  is  to  convey  the  impression — and  no  one  is  a  tougher  critic 
of  aid  than  I  am — that  our  aid  program,  our  bilateral  aid  program 
to  Africa,  has  been  a  failure. 

The  fact  of  the  matter  is  that  there  have  been  enormous  commit- 
ted international  civil  service  and  some  AID  programs  that  have 
been  magnificent.  Those  ought  to  be  recognized  and  continued. 

It  would  be  a  most  terrible  thing  if  with  all  the  advocacy  for  de- 
mocracy and  political  change,  we  were  to  ignore  the  wonderful  con- 
tribution that  this  country  and  our  bureaucratic  officials  have 
made  over  the  years  to  help  improve  the  quality  of  life  in  Africa. 

I  must  say  that  one  of  the  things  that  has  hurt  us  most  at  AID 
is  that  at  the  top,  at  the  very  apex,  we  have  lacked  effective  leader- 
ship. Hopefully  in  a  reorganized  foreign  assistance  program  we  will 
get  the  kind  of  leadership  that  we  need  in  order  to  make  our  for- 
eign aid  program  more  intelligent  and  more  practical. 

POUTICAL  ACTIVISM  OF  AFRICAN-AMERICANS 

And,  finally,  in  this  day  of  ethnic  politics,  God  help  Africa  if  you 
did  not  have  African-Americans  organized  to  take  care  of  our  vest- 
ed interests.  The  slave  trade  that  took  place  at  Whyddah,  Ghana 
and  Dakar,  et  cetera,  provides  a  history  that  is  important  to  us. 
That  is  what  makes  this  a  great  country. 

Why  do  you  think  Walensa  came  here  and  went  away  with  $900 
million  of  cash  and  credit?  Because  the  Polish  community  is  orga- 
nized. 

Now,  we  do  not  intend  to  work  on  behalf  of  corrupt  government 
anywhere.  But  as  an  African-American,  we  intend  to  continue  our 
program  to  improve  the  quality  of  life  in  Africa  and  to  make  sure 
that  Africa's  level  of  assistance  is  compatible  with  assistance  that 
is  being  received  by  nations  around  the  world. 
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Mr.  Ayittey.  If  I  may,  I  have  one  point  and  that  is  that  I  believe 
the  United  States  should  follow  the  Canadian  example. 

Canada,  it  may  interest  the  panelists  to  know,  allocates  half  of 
its  aid  to  Africa  to  NGO's  because  Canada  feels  that  it  is  more  ef- 
fective— this  is  aid  that  is  channelled  through  NGrO's,  and  I  think 
the  United  States  should  follow  suit. 

Mr.  Hastings.  Mr.  Chairman,  I  know  that  we  have  to  go,  if  you 
would  permit  me,  if  you  would  yield  just  one  moment,  I  would  like 
Mr.  Ayittey  to  know  that  this  man  right  here,  Donald  Payne,  along 
with  the  Black  Caucus  and  countless  others,  including  this  chair- 
man, fought  to  have  the  Subcommittee  on  Africa  preserved  and  not 
eliminated.  Otherwise,  this  hearing  would  be  held  with  the  West- 
ern Hemisphere. 

Mr.  Ayittey.  Well,  I  thank  him. 

[Applause.] 

CALL  FOR  DEBT  CANCELLATION 

Mr.  Johnston.  Before  we  close  down,  Ms.  Lancaster,  let  me  pur- 
sue the  subject  of  debt,  a  situation  that  is  strangling  African  coun- 
tries. Apparently  this  is  one  of  your  specialties. 

What  should  the  United  States  do  about  the  various  debts  of  Af- 
rican countries? 

Ms.  Lancaster.  The  debt  problem  is  a  serious  one  and  I  think 
there  is  one  thing  we  can  do.  The  debt  that  has  been  owed  to  us 
by  African  countries,  to  us  as  a  government,  comes  from  two 
sources.  One  is  the  bilateral  aid  program.  And  if  I  am  not  mis- 
taken, much  of  that  debt  has  been  canceled. 

The  other  is  export  credits,  guaranteed  export  credits,  and  there 
we  have  rescheduled  but  to  my  knowledge  canceled  little  or  none 
of  that  debt.  I  am  not  sure  about  the  numbers  but  it  remains. 

For  those  governments,  again,  that  are  serious  about  preserving 
human  rights  and  political  rights  and  trying  seriously  to  deal  with 
their  economic  problems,  I  tnink  we  ought  to  consider  canceling 
that  debt.  Not  canceling  the  entire  stock  of  the  debt,  but  canceling 
what  is  due  for  repayment  periodically  over  time  as  long  as  the 
governments  themselves  are  dealing  with  their  problems. 

I  do  not  suggest  we  cancel  the  debt  of  a  Zaire  under  a  Mobutu 
but  I  think  we  ought  to  consider  the  debt  of  a  Benin  under  a  Soglo. 
And  I  think  even  more  importantly  we  have  to  remember  the  Unit- 
ed States  is  important  but  it  is  not  the  only  player  in  Africa.  Any- 
thing we  do,  if  it  is  going  to  have  a  major  im.pact,  has  to  be  done 
with  our  allies.  If  we  were  going  to  go  for  a  bilateral  debt  cancella- 
tion scheme,  we  would  want  to  bring  along  the  other  major  creditor 
nations  to  make  it  effective. 

Thank  you. 

BIPARTISAN  APPROACH  TO  AFRICAN  AID 

Mr.  Johnston.  Mr.  Robinson,  Mr.  Ayittey,  I  have  heard  a  new 
word  today,  kleptocracy,  and  I  assume  that  is  a  derivative  of  klep- 
tomania. Am  I  right? 

Mr.  Ayittey,  one  last  question  and  then  I  will  turn  it  back  to  Mr. 
Payne. 

You  gave  three  suggestions  here.  First  you  said  AID  was  incom- 
petent, second  you  said  there  was  partisan  politics  between  Demo- 
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crats  and  Republicans,  and  third  you  said  we  were  too  soft  on  Afri- 
can dictators. 

I  do  not  have  the  institutional  memory  of  this  committee  that 
you  have  and  certainly  Mr.  Payne  has,  but  in  going  back  and  even 
talking  to  Mr.  Burton,  I  do  not  find  that  there  nasoeen  that  much 
partisan  politics  when  it  comes  to  aid  to  Africa  between  the  Demo- 
crats and  Republicans  on  the  subcommittee  or  on  the  full  commit- 
tee. 

Mr.  Ayittey.  Well,  what  I  meant  was  that  the  Republicans  have 
tended  to  advocate  economic  reform  and  Democrats  have  tended  to 
advocate  protection  of  human  rights  in  Africa.  That  is  what  I  mean 
by  partisan  politics. 

Mr.  Johnston.  Are  either  of  them  bad? 

Mr.  Ayittey,  No.  No.  They  are  not  bad  but  it  is  sort  of  promoted 
as  if  they  are  mutually  exclusive.  They  are  not  mutually  exclusive. 
That  is  tne  point  I  wanted  to  drive  at. 

Mr.  Johnston.  And  I  cannot  agree  with  you  more. 

Mr.  Payne,  any  last  questions? 

PROSPECTS  FOR  NEW  SOUTH  AFRICAN  ACCORD 

Mr.  Payne.  Just  a  last  question  of  Mr.  Robinson  or  anyone  else 
who  would  like  to  comment. 

What  is  your  feeling  on  the  new  accord  that  was  announced  by 
the  ANC  and  the  Nationalist  Party  in  South  Africa? 

Mr.  Robinson.  I  am  very  hopeful  about  it.  If  things  go  well,  we 
could  have  a  transitional  executive  counsel  in  place  in  June,  Julv. 
We  could  have  a  transitional  constitution  by  fall  and  Mr.  Mandella 
has  indicated  to  me  that  he  would  expect  elections  this  year.  News 
reports  would  have  them  early  next  year. 

But  I  think  this  kind  of  coalition  probably  helped  them  to  avert 
a  right-wing  military  coup.  It  is  being,  of  course,  sniped  at  from 
both  sides,  from  the  left  as  well  as  from  the  right  that  feels  that 
too  many  concessions  have  been  made.  But  in  the  last  analysis,  I 
think  it  is  probably  the  appropriate  way  to  go. 

These  things,  of  course,  have  to  be  surfaced  at  the  Congress  for 
a  Democratic  South  Africa  meeting  in  March  and  ratified  and  if 
they  provoke  too  much  controversy,  there  will  be  a  nonracial  ref- 
erendum this  summer  to  approve  this  formulation  for  going  for- 
ward. But  I  am  vastly  more  hopeful  about  South  Africa  in  political 
transition  than  I  am  about  some  other  areas. 

My  problem  is  that  to  make  this  a  meaningful  and  lasting  transi- 
tion an  economy  that  is  mired  in  the  worst  recession  in  eight  dec- 
ades, that  has  lost  10  percent  in  real  income  over  the  last  few 
years,  with  50  percent  unemployment  in  the  black  community  and 
10  percent  unemployment  in  the  white  community,  we  will  have  to 
address  these  enormous  social  problems  to  prevent  disaffection  on 
both  sides. 

Where  will  the  money  come  from? 

And  we  are  going  to  have  to,  with  the  world  community,  guaran- 
tee South  Africa's  democratic  transition  and  so  I  think  the  problem 
is  less  the  political  agreement  and  more  what  follows  in  economic 
and  social  program  reconciliation.  That  will  be  very  difficult  and 
extremely  expensive. 

Mr.  Payne.  Do  you  think  Mr.  Buthelezi  will  accept  this  plan? 
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Mr.  Robinson.  I  do  not  think  he  has  a  great  deal  of  choice.  I 
think  that  what  has  happened  is  that  the  very  government  that 
once  courted  him  is  packed  with  young  white  ministers  who  under- 
stand that  their  future  really  lies  with  a  black  electorate.  And  so 
where  Mr.  Buthelezi  was  useful  to  the  national  party,  I  think  he 
is  less  useful  now.  And  I  think  they  are  talking  to  him  and  some 
of  his  ideas  for  decentralization  will  be  incorporated  into  the  final 
package,  there  seems  to  be  a  good  deal  of  give  and  take  going  on, 
and  if  he  does  not  accept  that  formula  in  the  last  analysis  I  think 
it  will  go  forward  without  Mr.  Buthelezi. 

Mr.  Payne.  Thank  you. 

Mr.  Johnston.  If  I  could  impose  upon  the  committee,  the  chair- 
man, Mr.  Hamilton,  has  gone  over  to  vote  and  is  coming  back  and 
would  like  to  direct  a  few  more  questions  to  you,  if  you  could  stay 
just  a  little  longer.  And  so  the  committee  is  in  recess. 

Thank  you  very  much. 

[Recess.l 

ANGOLA 

Chairman  Hamilton.  The  committee  will  come  to  order,  please. 

First  of  all,  let  me  apologize  to  you  for  the  commotion  that  oc- 
curred a  little  earlier.  I  had  to  meet  with  the  deputy  foreign  min- 
ister of  Russia  about  another  problem  that  is  before  us,  Bosnia. 

I  know  you  have  been  here  a  long  time,  but  I  wanted  to  get  your 
views  on  a  couple  of  the  policy  issues  that  are  confronting  us  at  the 
moment.  Perhaps  the  way  to  do  it  is  just  have  you  express  yourself 
rather  succinctly,  if  you  would.  I  am  really  seeking  your  opinion 
here,  rather  than  an  elaborate  rationale  for  it. 

First  of  all,  what  should  we  do  with  regard  to  Angola? 

Mr.  Robinson.  Well,  we  asked  the  Angolans  to  conduct  an  elec- 
tion and  they  did  that  to  the  best  of  their  ability.  It  passed  muster 
with  international  observers  and  was  thought  to  have  been  con- 
ducted freely  and  fairly. 

Chairman  Hamilton.  Should  we  recognize  Angola? 

Mr.  Robinson.  We  should  recognize  i^gola  immediately. 

Chairman  Hamilton.  Does  all  the  panel  agree  with  that? 

You  do  not,  Mr.  Ayittey? 

[Mr.  Ayittey  nods  negatively.] 

Mr.  Robinson.  May  I  say  just  one  other  thing?  The  Angolan  Gov- 
ernment was  disadvantaged  because  they  more  honestly  demobi- 
lized their  troops  during  the  election  process.  Mr.  Savimbi  did  not 
do  that.  And  immediately  upon  losing  the  elections,  he  went  back 
to  war  and  with  that  advantage  he  seized  70  percent  of  the  coun- 
try. 

So  the  government  in  Luanda  is  in  desperate  straits  now,  and  be- 
cause of  that  it  urgently  needs  the  signal  from  the  United  States. 
And  so  not  to  recognize  the  Government  of  Angola,  to  do  nothing, 
is  to  serve  Mr.  Savimbi's  interests  and  to  retard  the  cause  of  de- 
mocracy in  Angola. 

Chairman  Hamilton.  All  right. 

Mr.  Lucas,  Ms.  Lancaster,  do  you  agree  with  Mr.  Robinson? 

Mr.  Lucas.  Mr.  Chairman,  I  think  I  would.  We  told  Angola  what 
the  ground  rules  were,  and  for  us  not  to  recognize  Angola  now,  re- 


176 

gardless  of  any  other  circumstances  or  conditions,  would  be  unfor- 
givable. America's  word  has  to  be  worth  something. 

Chairman  Hamilton.  Do  you  agree,  Ms.  Lancaster? 

Ms.  Lancaster.  I  agree.  I  would  just  add  I  do  not  know  what  le- 
verage we  have  with  Mr.  Savimbi.  I  think  we  ought  to  explore 
whether  we  have  any  left  and  whether  there  is  any  way  we  can  en- 
courage him  to  play  by  the  rules. 

Chairman  Hamilton.  Mr.  Ayittey. 

Mr.  Ayittey.  Well,  I  do  not  think  the  United  States  can  be  an 
honest  broker  and  take  sides  at  the  same  time.  The  United  States 
must  maintain  scrupulous  neutrality.  The  United  States  should  not 
choose  sides  between  the  warring  factions  in  Angola  nor  the  United 
States  should  choose  any  sides  among  the  factions  in  South  Africa. 
Anywhere. 

It  is  true  that  the  United  Nations  certified  the  election  in  Angola 
as  free  and  fair.  But  how  can  you  have  free  and  fair  elections  when 
the  rules  themselves  were  not  fair?  It  was  exactly  the  same  thing 
which  happened  in  Cameroon,  exactly  the  same  thing  which  hap- 
pened in  Kenya,  exactly  the  same  thing  which  happened  in  Ghana, 
where  governments  in  power  have  manipulated  the  rules  and  then 
they  hold  free  and  fair  elections,  they  invite  a  few  number  of  inter- 
national observers  to  whitewash  a  process  which  is  fraudulent. 

The  voter  registry  was  defective  in  Angola.  There  was  no  impar- 
tial judiciary  in  Ghana  and  Kenya.  So  we  should  be  looking  at  the 
rules. 

MOZAMBIQUE 

Chairman  Hamilton.  All  right.  I  am  going  to  move  quickly  be- 
cause I  want  to  cover  a  lot  of  ground. 

Mozambique.  What  should  we  do? 

Ms.  Lancaster.  Well,  as  I  understand  it,  the  peace  agreement 
has  held  there.  I  think  we  should  continue  to  support  the  govern- 
ment both  in  its  political  reforms  but  above  all  in  trying  to  help  re- 
store the  health  of  that  economy. 

Chairman  Hamilton.  We  should  fully  support  the  U.N.  there. 

Ms.  Lancaster.  I  think  so. 

Chairman  Hamilton.  Any  objection  to  that  among  you?  You  are 
all  in  agreement  with  respect  to  that. 

SOMALIA 

Somalia.  What  should  we  do? 

Mr.  Robinson.  Well,  if  we  do  not  get  the  guns  out  of  Somaha, 
and  I  am  not  quite  certain  about  how  to  do  that,  we  will  come  to 
grief  in  the  end.  The  place  is  teeming  with  them.  And  unless  we 
can  get  the  elders  back  in  place  as  tne  respected  leaders  in  that 
society  and  do  something  about  these  warlords,  as  soon  as  troops 
leave  and  the  U.N.  takes  over,  which  does  not  have  very  much 
credibility  in  Somalia 

Chairman  Hamilton.  Have  the  other  African  countries  sup- 
ported the  U.S.  intervention  in  Somalia? 

Mr.  Robinson.  Well,  the  point  is  that  the  OAU  and  the  Arab 
League  and  other  African  countries  did  almost  nothing  in  Somalia 
before  this  occurred,  and  that  is  not  a  proud  record  to  stand  on. 
And  so  I  think  they  have  been  rather  silent  about  this  thing.  I  sup- 
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pose  they  tacitly  endorse  it  but  it  might  have  been  prevented  had 
we  gotten  a  more  vigorous  involvement  from  the  OAU  and  other 
African  countries  before  this  occurred.  They  all  knew  about  it  but 
for  the  most  part  did  little  or  nothing. 

Ms.  Lancaster.  Mr.  Chairman,  I  understand  there  are  some  Af- 
rican troops  in  the  multinational  force.  That  implies  a  measure  of 
support.  The  Africans,  however,  are  still  dithering  about  how  to 
deal  with  the  Somali  type  of  problems. 

I  would  just  say  disarming  the  Somalis  is  important.  It  is  not 
going  to  be  easv.  Some  of  those  arms  are  coming  across  the  border 
from  the  demobilized  army  in  Ethiopia,  I  understand.  It  is  going 
to  be  a  real  challenge. 

LIBERIA 

Chairman  Hamilton.  OK 

Liberia.  We  have  opted  out  of  becoming  more  deeply  involved.  Is 
that  the  correct  choice  in  Liberia?  Should  we  support  more  fully 
ECOWAS? 

Mr.  Lucas.  Mr.  Chairman,  we,  as  a  nation,  have  a  historic  inter- 
est in  Liberia.  Given  the  circumstances,  if  we  do  not  do  something, 
America  cannot  be  proud.  The  current  events  in  Liberia  are  lust 
unacceptable  and  ECOWAS  alone  cannot  alleviate  this  crisis. 
ECOWAS  needs  some  support.  I  think  this  is  a  task  that  the  new 
secretary  and  others  should  attack  immediately. 

Chairman  Hamilton.  Through  the  United  Nations? 

Mr.  Lucas.  Right.  The  U.N. 

Chairman  Hamilton.  Mr.  Ayittey. 

Mr.  Ayittey.  Mr.  Chairman,  I  would  like  to  emphasize  that  in 
all  of  these  conflicts  we  should  be  insisting  on  an  African  solution. 
The  United  States  should,  as  a  matter  of  fact,  demand  and  ask  for 
an  African  solution  so  that  the  United  States  can  support  it. 

In  Somalia,  the  disarming  of  the  warlords  should  be  done  by  Af- 
rican troops.  Already  you  have  Botswanan  soldiers  there  and  also 
Nigerian  soldiers  there.  We  have  to 

Chairman  Hamilton.  So  in  this  case,  in  the  Liberian  case,  we 
ought  to  support  Nigeria  and  ECOWAS. 

Mr.  Ayittey.  Yes.  We  have  ECOWAS  but  unfortunately 
ECOWAS  led  by  Nigeria  has  shown  itself  to  be  partial  so  we  should 
reconstitute  ECOWAS. 

Mr.  Robinson.  May  I  make  just  a  brief  comment  on  that? 

Chairman  Hamilton.  Sure. 

Mr.  Robinson.  We  have  a  situation  where  Mr.  Taylor  controls 
everything  but  Monrovia.  And  in  any  democratic  election,  half  the 
votes  would  be  in  Monrovia  and  Mr.  Taylor  is  disinclined  to  partici- 
pate in  an  election  that  he  fears  that  he  might  lose. 

At  the  same  time,  as  this  thing  grinds  on,  it  raises  the  hackles 
of  Liberians  who  are  having  their  cars  searched  by  Nigerian  troops. 
It  can  only  deteriorate.  And  to  the  extent  that  the  U.N.  can  help 
move  this  thing  off  the  dime,  I  think  we  ought  to  have  that  kind 
of  participation. 

Mr.  Lucas.  Mr.  Chairman,  I  think  in  all  of  these  crises,  the  out- 
come depends  upon  how  we  treat  them.  The  fact  of  the  matter  is 
the  Liberian  crisis  needs  to  be  elevated  to  the  assistant  secretary 
level.  I  think  it  has  been  going  on  for  too  long.  It  has  cost  us  bil- 
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lions  of  dollars  and  I  think  we  have  to  ask  Secretary  Christopher 
to  put  his  attention  to  this  problem. 

SOUTH  AFRICA 

Chairman  Hamilton.  All  right. 

South  Africa.  What  should  we  do? 

Mr.  Robinson.  Well,  as  I  said  before,  I  think  we  are  going  to 
have  to  guarantee  this  process.  We  have  to  weigh  in  on  this  thing 
because  this  is  a  kind  oi  fragile  formulation  that  can  fall  apart  witn 
small  provocation. 

Chairman  Hamilton.  In  the  scheme  of  things  in  Africa,  where  is 
the  priority  of  South  Africa? 

Mr.  Robinson.  I  think  quite  high,  because  it  is  the  engine  that 
drives  the  economy  of  the  whole  southern  half  of  that  continent. 
And  if  that  engine  fails,  as  it  well  might,  so  will  the  engine  of  Mo- 
zambique and  Zimbabwe  and  Namibia  and  Angola  and  all  of  the 
rest  of  it.  So  I  think  it  is  terribly  important  to  make  a  model  of 
it. 

Chairman  Hamilton.  Do  you  see  a  role  for  the  United  States  in 
the  negotiating  process  now  going  on  there? 

Mr.  Robinson.  I  think  the  negotiations  are  going  well.  I  do  not 
think  that  is  the  problem.  The  point  is  that  when  we  reach  the  ap- 
propriation point  in  this  country,  looking  toward  their  elections 
there,  when  we  have  an  executive  council  actually  in  power  with 
the  ANC  at  the  helm,  they  are  going  to  have  to  show  something 
for  it  and  they  are  going  to  have  to  deliver.  And  the  costs  are  going 
to  be  enormous.  And  the  question  is  we  should  be  thinking  about 
that  now. 

I  think  the  biggest  role  for  us  will  be  to  ensure  the  economic  re- 
pair of  the  economy  and  closing  these  vast  disparities  that  divide 
whites  and  blacks. 

Chairman  Hamilton.  OK  Sudan. 

Excuse  me,  Mr.  Ayittey.  I  do  not  want  to  cut  anybody  off 
here 

Mr.  Ayittey.  Just  a  brief  comment  on  South  Africa,  and  that  is 
that  I  think  that  the  United  States  should  try  and  see  if  it  can  put 
pressure  on  these  black  groups  to  have  a  conference  so  that  they 
can  come  to  an  agreement  on  what  to  do.  There  are  some  black 
groups  who  do  not  want  to  negotiate  and  there  are  some  black 
groups  who  may  be  opposed  to  this  interim  arrangement.  We  need 
to  have  a  conference  of  all  the  black  groups  in  South  Africa,  be- 
cause that  would  help  keep  the  process  along.  They  have  to  come 
up  with  their  own  agreement. 

ZAIRE 

Chairman  Hamilton.  Zaire.  What  do  we  do?  Several  of  you  have 
mentioned  seizing  the  assets  of  Mr.  Mobutu.  What  else? 

Mr.  Robinson.  Break  diplomatic  relations  if  necessary. 

Chairman  Hamilton.  OK.  You  support  an  arms  embargo  and  a 
ban  on  imports  such  as  copper  and  cobalt.  A  very  tough  approach, 
right? 

Ms.  Lancaster.  Possibly  support  a  Belgian  intervention  directly. 

Chairman  Hamilton.  We  should  go  that  far?  Support  Belgian 
military  intervention? 
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Ms.  Lancaster.  I  would  say  so.  Mr.  Mobutu  is  bargaining  with 
the  opposition  and  he  has  the  chips. 

Chairman  Hamilton.  Do  you  think  he  has  recognized  now  that 
he  is  at  the  end? 

Ms.  Lancaster.  It  does  not  seem  so. 

Chairman  Hamilton.  Mr.  Lucas. 

Mr.  Lucas.  You  know,  poHticians  Hke  that  almost  never  recog- 
nize the  end. 

Chairman  HAMILTON.  Are  we  going  to  see  chaos  in  Zaire? 

Mr.  Lucas.  I  think  you  have  a  real  crisis  in  Zaire.  This  is  a  seri- 
ous situation.  From  the  standpoint  of  an  agricultural  base,  Zaire  is 
the  richest  country  in  Africa.  Regardless  of  what  we  do  in  Zaire, 
the  situation  will  not  be  remedied  until  it  is  elevated  to  another 
level.  We  must  come  to  mutual  agreement  with  our  allies  to  main- 
tain a  unified  position.  If  we  do  not  get  at  least  that,  any  effort  in 
Zaire  will  fail. 

SUDAN 

Chairman  Hamilton.  Sudan.  Are  we  facing  another  disaster 
there  similar  to  Somalia? 

Mr.  Robinson.  Larger. 

Chairman  Hamilton.  Larger? 

Mr.  Lucas.  Oh,  yes.  And,  you  know,  we  need  to  respond  to  the 
Sudan  for  the  simple  reason  that  not  responding  to  the  Sudan  may 
warrant  humanitarian  intervention.  Once  the  American  media 
starts  to  put  horrifying  pictures  on  television  and  our  young  people 
and  advoacy  groups  start  to  respond  to  it,  and  the  pressure  and  the 
letters  start  to  arrive  here  in  Washington,  we  are  going  to  be  con- 
fronted with  the  questions  of  intervention.  We  need  to  have  an 
international  conference  on  Sudan  so  that  we  can  get  a  solution. 

The  conflict  that  has  gone  on  between  the  North  and  South  over 
these  vears  just  cannot  go  on  forever  because  the  world  does  not 
have  tne  kind  of  resources  necessary  to  deal  with  such  crises. 

KENYA 

Chairman  Hamilton.  Kenya.  We  have  frozen  assistance  there.  Is 
that  the  right  step? 

Mr.  Robinson.  And  I  think  it  ought  to  stay  frozen.  Mr.  Moi,  as 
I  understand  it,  continues  to  acquit  himself  as  if  there  were  no  op- 
position to  him  in  the  way  that  he  always  has.  There  was  all  man- 
ner of  intimidation  and  vote  rigging  in  the  election  itself.  I  do  not 
think  what  happened  on  December  29th  can  pass  for  a  freely  and 
fairly  conducted  democratic  election  process. 

PERFORMANCE  OF  INTERNATIONAL  FINANCIAL  INSTITUTIONS 

Chairman  Hamilton.  Let  me  get  your  general  impression  of  the 
way  in  which  the  international  financial  institutions  have  per- 
formed with  respect  to  Africa. 

Ms.  Lancaster.  This  may  be  controversial  in  this  committee.  Af- 
rican countries,  like  almost  every  other  country  including  us,  can- 
not continue  to  spend  more  than  they  earn.  The  international  fi- 
nancial institutions  by  bringing  pressure  to  bear  on  those  govern- 
ments to  institute  reforms  have  played  a  useful  role. 
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Reforms  are  not  always  smooth.  The  World  Bank  and  IMF  are 
not  always  right  about  the  reforms  but  I  think  they  have  played 
a  very  important  role  during  the  1980's. 

Mr.  Robinson.  Well,  all  I  say  in  address  to  Carol's  comment  is 
you  cannot  do  that  sort  of  thing  without  contemplating,  calculating, 
the  damage  on  the  ground  to  the  middle  and  working  class,  par- 
ticularly to  rural  people  in  Africa  who  simply  cannot  function  with 
the  consequences  of  structural  adjustment  and  that  is  why  we  have 
to  aid  these  countries. 

On  the  other  hand,  when  I  said  this  policy  has  historically  been 
race  driven,  to  the  extent  that  anything  we  have  given  to  Africa, 
we  have  given  it  for  the  wrong  reasons  and  there  is  a  fear  now  that 
since  that  reason  is  gone  we  are  not  going  to  give  much  of  anything 
at  all. 

And  when  you  look  at  what  has  happened  at  the  State  Depart- 
ment and  USAID,  the  stripping  of  the  bureau,  of  posts,  it  is  a  real 
bad  omen  for  Africa.  It  seems  to  underscore  that  great  African  fear 
that  we  really  do  not  care  at  all  about  Africa  in  the  last  analysis. 

Chairman  Hamilton.  That  signals  a  disengagement  from  your 
standpoint. 

Mr.  Robinson.  I  think  quite  clearly.  I  cannot  imagine  what 
would  more  clearly  signal  it. 

Mr.  Lucas.  Mr.  Chairman,  I  think  one  of  the  things  we  have  to 
be  very  conscious  of  when  we  talk  about  structural  adjustment  in 
Africa,  and  it  is  almost  invariably  present  where  we  have  had  real 
problems  with  structural  adiustment,  is  that  the  Africans  them- 
selves have  not  been  involved  in  defining  the  medicine  for  the  cure. 
We  just  impose  the  medicine  on  them  and  sometimes  it  just  does 
not  work.  On  the  contrary,  it  causes  instability.  Nothing  positive 
will  result  from  structural  adjustment  in  Africa  until  law,  order, 
and  stability  are  established.  Without  this  premise,  everything  else 
will  fail. 

Chairman  Hamilton.  Mr.  Ayittey,  go  ahead. 

Mr.  Ayittey.  I  have  emphasized  several  times  that  it  is  we  Afri- 
cans who  have  to  come  up  with  our  own  solutions.  We  have  to  come 
up  with  our  own  structural  adjustment.  As  a  matter  of  fact,  in  the 
1980's,  international  financial  institutions  have  pumped  or  sup- 
ported structural  adjustment  programs  in  27  African  nations,  with 
about  $24  billion  in  funds. 

But  by  1990,  only  two  African  countries,  Tanzania  and  Ghana, 
have  been  deemed  to  have  been  successful  performers  in  Africa, 
which  means  that  most  of  these  programs  to  support  structural  ad- 
justment have  failed.  They  have  failed  because  they  have  only 
looked  at  the  economic  side  of  the  equation.  They  have  ignored  the 
political  and  the  other  side  of  the  equation. 

Chairman  Hamilton.  The  loans  that  go  out  from  the  inter- 
national financial  institutions  are  conditioned,  are  they  not,  on 
structural  changes  in  the  economy. 

Mr.  Ayittey.  Yes,  they  are  conditioned. 

Chairman  Hamilton.  Is  that  the  right  thing  to  do? 

Mr.  Ayittey.  Well,  they  are  conditioned  but  many  African  gov- 
ernments are  simply  not  serious  about  following  these  conditions. 
For  example,  Tanzania,  for  example,  has  almost  450  state-owned 
enterprises  and  Ghana  has  about  240  state-owned  enterprises  and 
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it  has  agreed  to  privatize  them,  but  less  than  20  of  the  state-owned 
enterprises  have  been  privatized  in  Ghana. 

IMPACT  OF  GATT  ON  AFRICA 

Chairman  Hamilton.  Would  a  GATT  agreement  help  the  African 
countries? 

Ms.  Lancaster.  It  is  hard  to  see  how. 

Chairman  Hamilton.  How  does  GATT  affect  Africa? 

Ms.  Lancaster.  The  Africans  export  primarily  primary  products. 
The  barriers  to  trade  in  primary  products  at  this  point  are  not  par- 
ticularly high. 

Let  me  just  say  two  things  on  structural  adjustment,  if  I  may. 
It  may  be  true  there  is  a  lot  of  pain  in  Africa  coinciding  with  struc- 
tural adjustment.  There  might  have  been  a  lot  more  without  it. 
And  I  do  not  think  because  the  reforms  have  not  yet  worked  we 
can  say  they  are  failures.  I  think  we  still  have  to  wait. 

MILITARY  assistance  PROGRAMS 

Chairman  Hamilton.  Should  we  eliminate  the  foreign  military 
financing  program  for  all  of  Africa? 

Ms.  Lancaster.  No. 

Chairman  Hamilton.  Where  should  we  keep  it? 

Ms.  Lancaster.  I  think  we  should  have  the  flexibility  to  provide 
military  as  well  as  economic  aid  to  Africa. 

Chairman  Hamilton.  Do  you  agree  with  that,  Mr.  Lucas? 

Mr.  Lucas.  Well,  I  am  opposed  to  all  military  aid  that  is  not  in- 
volved with  internal  security.  I  just  do  not  think  it  works. 

Mr.  Robinson.  Africa  needs  police  capacity,  not  military  author- 
ity. 

Mr.  Lucas.  Right. 

Chairman  Hamilton.  Generalize  for  me  for  a  minute.  Has  the 
military  in  Africa  played  a  positive  role  in  nation  building  or  a  neg- 
ative role? 

Mr.  Robinson.  That  is  easy.  Largely  a  negative  role. 

Let  me  make  a  comment  on  your  GATT  question.  The  fact  is — 
Carol  said  no  barriers  but  the  fact  is  that  since  1991,  I  think  Africa 
has  lost  about  $50  billion  in  declining  export  earnings  although  the 
volume  of  exports  has  gone  up  because  the  problem  in  developing 
countries,  they  neither  control  the  price  of  what  they  sell  or  the 
price  of  what  they  have  to  buy  and  they  are  in  a  no-win  situation. 

Chairman  Hamilton.  All  of  you  are  a  little  cautious  or  skeptical 
of  the  foreign  military  financing  program,  FMF,  as  we  now  call  it. 
Is  that  correct? 

You  seem  to  be  a  little  more  favorable,  Ms.  Lancaster. 

Ms.  Lancaster.  If  you  are  talking  about  a  grant  program  rather 
than  a  credit  program,  I  am  a  little  more  favorable. 

Chairman  Hamilton.  Grant. 

Ms.  Lancaster.  Yes. 

Chairman  Hamilton.  You  favor  grant  programs? 

Ms.  Lancaster.  It  makes  no  sense  to  provide  military  credits  to 
the  Africans.  They  cannot  pay. 

Chairman  Hamilton.  How  about  IMET? 

Ms.  Lancaster.  I  would  be  in  favor  of  IMET. 
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U.S.  PRIVATE  SECTOR  PARTICIPATION 

Mr.  Lucas.  Mr.  Chairman,  may  I  add  one  point? 

Chairman  Hamilton.  Certainly. 

Mr.  Lucas.  We  must  maximize  the  U.S.  private  sector  participa- 
tion in  Africa.  Stimulation  of  the  private  sector  requires  security, 
good  infrastructure  and  skilled  manpower.  We  have  only  given  lip 
service  to  the  importance  of  viable  trade  relationships.  That  is 
what  the  president  of  Uganda  has  been  advocating.  Unquestion- 
ably, Africa  is  a  continent  that  has  a  vast  economic  potential,  but 
with  the  exception  of  OPIC,  our  trade  relationships  with  Africa,  ex- 
cluding Nigeria,  are  almost  nonexistent. 

How  do  you  unleash  the  potential  of  the  American  farmer,  that 
is  dormant  in  this  country,  and,  instead,  use  it  for  agricultural  pro- 
duction on  a  continent  whose  agricultural  lands  are  not  being  suffi- 
ciently exploited  even  in  the  midst  of  drought? 

reassessment  of  u.s.-african  policy 

Chairman  Hamilton.  Let  me  conclude  so  far  as  I  am  concerned. 
Mr.  Payne  may  have  another  question  or  two. 

What  impresses  me  as  much  as  any  single  thing  as  I  look  at  the 
African  situation  is  that  it  is  the  only  place  in  the  world,  I  think, 
in  the  last  decade  where  per  capita  income  has  declined. 

What  is  wrong  with  our  development  program? 

What  do  we  really  need  to  do? 

Can  you  sum  up  for  me  in  a  couple  of  sentences  what  we  need 
to  do  to  get  Africa  turned  around? 

Ms.  Lajmcaster.  Could  I  just  say  that  I  do  not  think  we  can  turn 
Africa  around.  This  is  one  of  the  few  things  I  think  I  may  agree 
with  Mr.  Ayittey  on. 

Chairman  Hamilton.  Well,  define  "we"  broadly.  What  has  to 
happen? 

Ms.  Lancaster.  I  think  there  has  to  be  political  stability.  There 
has  to  be  peace  and  security.  You  have  to  have  good  government, 
government  that  abides  by  the  rule  of  law.  We  need  to  encourage 
governments  to  do  that. 

Chairman  Hamilton.  Should  the  United  States  put  all  of  those 
conditions  on  its  aid  and  say,  if  these  circumstances  do  not  exist, 
no  aid? 

Ms.  Lancaster.  I  believe  we  should. 

Mr.  Robinson.  I  agree. 

Chairman  Hamilton.  You  agree  to  that? 

Mr.  Robinson.  Yes. 

Chairman  Hamilton.  Do  you  agree  with  that,  Mr.  Ayittey? 

Mr.  Ayittey.  I  think  there  is  one  basic  fact  we  all  have  to  under- 
stand. It  is  Africans  who  have  to  turn  things  in  Africa  around.  And 
I  think  the  United  States  should  sort  of  shift  its  policy  to  help  Afri- 
cans do  this. 

In  the  past,  people  were  trying  to  turn  Africa  around  without  the 
participation  of  the  African  people  and  I  think  that  was  wrong.  The 
focus  should  have  to  be  on  the  initiative  from  Africa  itself.  Very  im- 
portant. 

Mr.  Lucas.  Mr.  Chairman.  In  answering  your  question,  I  think 
we  have  to  look  at  each  individual  country.  South  Africa  is  a  spe- 
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cial  place,  Botswana  is  a  special  place.  Angola  is  a  special  place. 
What  I  am  saying  is  that  in  the  context  of  scarce  resources,  the 
Congress  has  to  do  whatever  it  can  to  stimulate  viable  trade  rela- 
tionships, which  does  not  necessarily  require  more  money,  but 
rather,  effective  policy.  In  order  to  stimulate  trade  and  investment, 
peace,  security  and  stability,  hopefully  accompanied  by  good  gov- 
ernance, are  fundamental. 
Chairman  Hamilton.  Mr.  Payne,  do  you  have  anything  further? 

CLOSING  STATEMENT  OF  CONGRESSMAN  PAYNE 

Mr.  Payne.  No.  Just  that  I  certainly  once  again  appreciate  what 
the  panel  has  said  in  general  and  I  also  commend  the  chairman  for 
having  a  hearing  of  this  nature  so  that  we  can  start  to  have  more 
discussion  and  dialogue  on  Africa.  I  think  that  there  needs  to  be 
more  attention  drawn,  more  information  and  I  could  not  agree 
more  with  C.  Payne  that  we  have  to  take  each  country  independ- 
ently. I  think  there  are  successes.  There  has  been,  I  think,  one  area 
where  an  army  has  helped  and  that  was  Mr.  Mugabe's  army  to 
support  and  defend  the  railroad  as  it  went  through  Mozambique. 
But  that  was  a  rare  instance. 

And  I  agree  that  there  has  to  be  demilitarization.  There  should 
be  exceptions  made.  I  think  that  we  should  have  gone  in  and  given 
some  support  to  Zambia's  new  president.  He  was  just  asking  for 
some  basic  things,  sheets  for  beds  and  equipment  on  the  shelf, 
medicines  at  the  hospitals,  some  basic  things  where  we  could  have 
shown  that  we  supported  that  new  regime  but  it  was  very  difficult 
to  come  by  and  so  I  think  that  by  having  continued  discussions  of 
this  nature  and  I  still  do  have  some  hope  that  we  can  push  to  give 
Africa  more  of  a  priority. 

We  know  we  have  a  pie  of  about  $14,  $15  billion  for  foreign  aid 
but  I  think  that  if  we  look  at  the  particular  problems  with  Africa 
and  the  potential,  as  C.  Payne  keeps  talking  about  the  possibility 
of  trade,  if  you  look  at  Singapore  after  World  War  U  and  Formosa 
or  Taiwan  and  you  take  a  look  at  it  now,  with  some  wise  invest- 
ment and  with  some  prudent  industrialization  and  agricultural  pro- 
grams and  so  forth,  you  have  an  Asia  which  has  probably  had  the 
biggest  balance  of  trade  surplus  than  any  other  region  in  the  world. 
But  after  World  War  H,  those  countries  were  just  famished. 

I  think  that  that  whole  potential  could  happen  in  Africa  with 
some  wise  attention  given  to  the  continent  where  climactically  I  do 
not  think  that  we  will  have  climates  as  bad  as  they  have  been  in 
the  past  10  or  15  years.  Things  will  change. 

I  think  that  we  ought  to  look  at  it  as  a  potential  for  trade,  for 
development,  for  growth,  infrastructure  building.  All  of  those  kinds 
of  things.  So  I  look  at  Africa  as  a  great  potential  for  the  United 
States  even  to  exploit  its  balance  of  trade  deficit,  to  have  a  compat- 
ible cooperative  relationship  where  both  Africa  and  the  United 
States  could  benefit  tremendously. 

I  think  this  is  one  of  the  last  hopes  in  the  world.  I  think  we  need 
to  move  in  before  some  of  the  countries  in  Asia  who  are  examining 
that  whole  possibility  move  in  first. 

Chairman  Hamilton.  Thank  you,  Mr.  Payne. 
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I  want  to  say  to  the  panel,  we  have  had  a  very  stimulating  morn- 
ing. The  witnesses  have  been  very  good.  We  appreciate  your  par- 
ticipation greatly. 

We  stand  ac^ourned. 

[Whereupon,  at  12:45  p.m.,  the  committee  was  adjourned,] 


U.S.  POLICY  TOWARD  RUSSIA  AND  THE 
INDEPENDENT  STATES 


WEDNESDAY,  FEBRUARY  24,  1993 

House  of  Representatives, 
Committee  on  Foreign  Affairs, 

Washington,  DC. 

The  committee  met,  pursuant  to  notice,  at  10:06  a.m.,  in  room 
2172,  Raybum  House  Office  Building,  Hon.  Lee  H.  Hamilton,  chair- 
man. 

Mr.  Lantos  [presiding].  The  committee  will  please  come  to  order. 

Chairman  Hamilton  will  join  us  shortly. 

The  Committee  of  Foreign  Affairs  meets  this  morning  to  hear 
testimony  on  U.S.  policy  toward  the  newly  independent  states  of 
the  former  Soviet  Union. 

This  is  the  sixth  in  our  series  of  hearings  examining  key  issues 
in  post-cold  war  U.S.  foreign  policy.  Today's  hearing  may  be  our 
most  important  one.  The  future  of  economic  and  political  reform  in 
the  former  Soviet  Union  is,  I  believe,  the  single  most  important  for- 
eign policy  issue  facing  the  United  States  today. 

Developments  in  tne  former  Soviet  Union  have  direct  con- 
sequences for  U.S.  foreign  and  domestic  policy.  Stability  in  Russia 
and  the  other  states,  for  example,  will  give  the  United  States  great- 
er flexibility  in  addressing  its  economic  and  social  problems.  Insta- 
bility in  that  region  or  a  return  to  a  confrontational  relationship 
would  divert  resources  and  attention  from  urgent  tasks  here  at 
home. 

The  United  States  needs  to  be  engaged  in  the  former  Soviet 
Union  and  to  have  a  comprehensive,  coherent  strategy  toward 
these  new  countries.  I  hope  this  morning's  hearing  will  provide 
suggestions  on  what  U.S.  policy  should  be,  what  is  right  and  wrong 
with  present  U.S.  policy,  and  how  it  should  be  changed. 

Today  we  will  hear  testimony  from  Mr.  Eugene  K  Lawson,  Presi- 
dent of  the  U.S.-Russia  Business  Council;  Dr.  Jeffrey  Sachs,  Profes- 
sor of  Economics  at  Harvard;  and  Dr.  Stephen  Cohen,  Professor  of 
Politics  and  Director  of  the  Russian  Studies  Program  at  Princeton 
University. 

I  should  add  that  I  am  personally  deeply  grateful  to  both  Profes- 
sor Cohen  and  Professor  Sachs  for  years  of  penetrating  and  enor- 
mously helpful  analysis  of  what  goes  on  in  the  Soviet  Union  and 
now  in  the  successor  republics. 

We  will  conduct  today's  session  in  a  seminar  style  round  table 
format.  Some  might  call  it  a  theater  in  the  round.  My  hope  is  that 
this  arrangement  will  encourage  a  free  wheeling,  productive  ex- 
change among  members  and  witnesses.  I  will  ask  the  witnesses  to 
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limit  their  opening  remarks  to  no  more  than  5  minutes.  After  these 
brief  remarks,  the  floor  will  be  open  for  questions  and  discussion. 

We  wdll  try  to  recognize  members  in  order  but  no  roll  will  be 
kept,  no  timing  lights  will  be  used.  Members  and  witnesses  may 
chime  in  as  they  wish. 

I  welcome  the  witnesses  and  look  forward  to  their  testimony.  Of 
course,  your  prepared  statements  will  be  entered  into  the  record. 

Gentlemen,  you  may  proceed  and  we  begin  with  you,  Mr. 
Lawson. 

STATEMENT  OF  EUGENE  K  LAWSON,  PRESmENT,  U.S.-RUSSIA 

BUSINESS  COUNCIL 

Mr.  Lawson.  Thank  you,  Mr.  Chairman. 

My  name  is  Eugene  Lawson  and  I  am  president  of  the  U.S. -Rus- 
sia Business  Council  and  my  remarks,  Mr.  Chairman,  are  pegged 
to  Chairman  Hamilton's  letter  to  us  asking  basically  three  ques- 
tions: 

What  are  the  most  important  developments  in  the  future  in  Rus- 
sia? 

Secondly,  what  is  the  current  U.S.  policy  toward  Russia? 

And,  thirdly,  what  is  the  right  or  wrong  of  current  U.S.  policy? 

And  I  will  be  very  brief,  Mr.  Chairman. 

THREAT  OF  HYPERINFLATION 

Concerning  future  important  developments  in  Russia,  clearly 
hyperinflation  is  the  single  most  important  issue.  Hyperinflation,  of 
course,  is  derived  from  two  reasons:  the  printing  of  rubles  by  the 
Central  Bank  given  to  maintaining  employment  at  defense  enter- 
prises, but  there  is  also  a  second  component  and  that  is  the  scar- 
city of  foreign  exchange.  So  where  you  have  foreign  exchange  going 
down  and  you  have  rubles  going  up,  Russia  today  is  on  the  eve,  if 
not  there,  of  hyperinflation. 

PRIVmZATION  AND  DEFENSE  CONVERSION 

The  second  issue  is  privatization  that  we  should  look  at  in  the 
future.  We  have  a  terribly  competent  Russian  Government  admin- 
istrator. Deputy  Prime  Minister  Chubais,  who  has  been  in  charge 
of  the  privatization  efforts  in  Russia.  So  far,  Mr.  Chairman,  it  has 
been  a  great  success  but  the  toughest  tests  are  yet  to  come  and  I 
mean  by  that  the  majority  of  large,  heavy  industry  enterprises 
have  not  yet  been  privatized  and  that  is  the  real  test. 

In  the  interim,  as  David  Lifton  has  pointed  out,  there  is  much 
room  for  mischief  because  the  central  planners  in  Moscow  are  gone 
and  there  is  no  accountability  in  many  of  these  defense  and  large 
heavy  industry  enterprises  right  now. 

Thirdly,  defense  conversion  is  linked  to  privatization  and  it  is  the 
tortuous  path  of  moving  from  the  unprofitable  heavy  sector  indus- 
try which  is  geared  in  large  measure  to  military  production  to  a 
consumer-oriented  manufacturing  and  services  economy.  At  the 
heart  of  the  Russian  economic  problem  today  is  the  fact  that  its  in- 
dustrial sector  now  is  producing  goods  that  nobody  wants. 
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POUTICAL  STABILITY  AND  RISE  IN  ANTI -AMERICANISM 

The  fourth  major  issue  for  the  future  is,  of  course,  political  stabil- 
ity. As  we  are  all  painfully  aware,  there  is  a  very  weak  executive 
branch  of  government.  It  is  polarized  and  fragmented.  It  is  not 
working  together.  And,  in  addition,  there  is  the  overlay  of  the 
struggle  between  the  executive  branch  and  the  parliament  which 
creates  the  current  gridlock. 

Russia  desperately  needs  a  new  constitution  outlining  the  bal- 
ance of  relationships  between  these  two  entities  but  the  question 
is  how  does  Russia  get  that  constitution? 

Fifth  is  the  rise  of  criminal  elements  which  is  becoming  an  inte- 
gral part,  I  am  sorry  to  say,  of  the  Russian  economy.  It  is  wide- 
spread corruption,  I  think,  more  widespread  than  ever  in  the  his- 
tory of  Russia,  therefore,  tremendous  inefficiency  and  a  much 
greater  cost  of  doing  business. 

Sixth  and  lastly,  the  trends  to  look  at  for  the  future  is  the  rise 
of  subtle  anti-Americanism.  A  subtle  but  unmistakable  rise  in  anti- 
Americanism  in  certain  circles  in  Russia.  It  is  based  upon  the  feel- 
ing, I  think,  that  the  U.S.  talks  a  good  game  but  delivers  very  lit- 
tle. And,  as  a  result,  in  these  very  difficult  economic  times,  nation- 
alist elements  are  coming  to  the  fore. 

There  are  many  different  kinds  of  nationalist  elements,  but  I 
would  characterize  the  most  important  one  as  good  old  fashioned 
pre-Communist  Mother  Russia  type  of  nationalism,  which  basically 
says  that  we  do  not  need  the  West. 

MISSED  OPPORTUNITY  AT  BREAKUP  OF  SOVIET  UNION 

Mr.  Lantos.  Well,  let  me  stop  you  there  for  just  a  second  because 
I  do  not  want  this  throwaway  sentence  that  the  U.S.  talks  a  good 
game  but  delivers  very  little  to  just  sort  of  slip  by. 

It  is  my  considered  judgment  that  the  manner  in  which  the 
breakup  of  the  Soviet  Empire  was  handled  by  the  West,  certainly 
including  by  the  Bush  administration,  is  one  of  the  gjeat  missed 
historic  opportunities  of  the  20th  century.  So  I  think  it  is  important 
that  we  spend  some  time  on  this,  and  I  will  ask  your  colleagues  on 
the  panel  to  react  to  this,  as  well. 

Let  me  just  offer  two  preliminary  thoughts  before  I  ask  you  to 
react  to  this. 

Number  one,  it  seems  to  me  that  the  liberation  of  Europe  came 
in  two  phases.  The  first  phase  unfolded  in  1944  and  1945.  The 
American  and  Western  response  was  the  Marshall  Plan,  which  in 
today's  dollars  amounts  to  about  $120  billion.  And  it  lubricated  the 
transformation  of  Western  Europe  into  prosperous  and  democratic 
societies.  In  some  instances,  both  the  prosperous  and  the  demo- 
cratic had  to  be  created.  In  other  instances,  only  the  prosperous 
had  to  be  created  because  they  were  already  democratic. 

The  second  phase  of  the  liberation  of  Europe  in  1989,  1990,  1991, 
with  respect  to  Grermany,  we  had,  I  believe,  last  year  alone  about 
$112  billion  of  West  German  tax  funds  flow  into  East  Germany  to 
take  care  of  17  million  East  Germans.  The  West  basically  has  pro- 
vided a  pittance  or  less  in  lubricating  the  transformation  into 
democratic  and  prosperous  societies  of  both  Central  and  Eastern 
Europe  and  the  republics  of  the  former  Soviet  Union. 
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So  in  analyzing  what  happened,  and  in  dealing  with  the  prob- 
lems you  are  mentioning  and  your  colleagues  will  mention, 
hyperinflation,  et  cetera,  do  we  not  need  to  begin  by  saying  that 
a  great  historic  opportunity  was  missed  which  is  not  going  to  be 
recreated? 

The  time  for  the  good  decisions  is  gone.  We  are  now  engaged  in 
damage  control  because  there  was  no  reason  for  the  extent  of  dis- 
integration politically  and  economically  of  the  various  societies  had 
the  West  been  capable  of  responding  more  creatively. 

What  do  you  think,  Mr.  Lawson? 

AID  LEVELS  DEEMED  INADEQUATE 

Mr.  Lawson.  I  do  not  know  if  I  would  entirely  agree  with  that. 
I  think  if  you  have  a  political  disintegration  of  Communism  and 
you  unleash  the  glue  that  kept  in  check  the  ethnic  cleavages  that 
were  so  apparent  in  the  former  Soviet  Union  you  are  always  going 
to  have  some  element  of  political  instability. 

If  your  basic  point  is  that  we  did  not  give  enough  aid  and  assist- 
ance at  the  right  time,  then  I  think  I  would  agree  with  that. 

Mr.  Lantos.  That  is  all  I  am  saying.  I  am  not  saying  that  all 
problems  would  have  been  solved. 

Mr.  Lawson.  Yes.  If  that  is  your  basic  point,  then  I  would  agree 
with  that. 

AID  PROVIDED  IN  LOW  QUALITY  FUNDS 

Mr.  Lantos.  But  I  think  the  solution  of  all  problems  would  have 
been  lubricated  and  it  has  not  been  lubricated. 

Mr.  Sachs,  how  do  you  feel  about  this  sort  of  fairly  basic  issue? 

Mr.  Sachs.  Well,  surely  I  agree  with  you,  Congressman  Lantos. 
We  even  announced  last  year  a  decision  to  move  ahead  with  sub- 
stantial assistance  predicated  on  a  careful  analysis  of  the  financial 
situation.  We  just  did  not  deliver.  So  I  think  it  is  quite  self-evident 
that  we  missed  major  opportunities  in  1992. 

Mr.  Lantos.  We,  the  West  collectively? 

Mr.  Sachs.  We,  the  West. 

Mr.  Lantos.  Promised  $24  billion,  how  much  of  that,  in  your 
judgment,  was  delivered? 

Mr.  Sachs.  About  $11  billion.  But  of  very  low  quality  funds  in 
the  sense  that  these  were  very  short-term  market  interest  rate 
loans,  much  of  which  is  coming  due  and  is  already  in  default.  So 
we  gave  almost  no  grant  assistance,  as  the  Marshall  Plan  did,  for 
example. 

NEED  TO  FORGE  CONSENSUS  ON  AID  PROGRAM 

Mr.  Lantos.  Professor  Cohen. 

Mr.  Cohen.  I  agree  with  Professor  Sachs  that  it  has  been  a 
missed  opportunity.  But  it  would  be  there  that  Professor  Sachs  and 
I  would  begin  to  disagree. 

Even  if  you  gave  us  tomorrow  $20  billion  for  next  year  he  and 
I  would  disagree  on  how  it  should  be  used,  what  conditions  should 
accompany  it,  and  what  political  expectations  we  should  have. 
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The  first  struggle  is,  of  course,  get  a  consensus  to  devote  a  lot 
of  money  to  this  essential  cause.  Then  we  will  have  to  argue  about 
the  best  way  to  use  it. 

Mr.  Lantos.  All  right. 

Mr.  Lawson,  will  you  continue? 

Mr.  Lawson.  Yes,  sir.  Thank  you,  Mr.  Chairman. 

Mrs.  Meyers.  Mr,  Chairman. 

Mr.  Lantos.  Yes.  Congresswoman  Meyers. 

Mrs.  Meyers.  Just  to  comment  about  what  Mr.  Cohen  just  said, 
I  think  that  is  absolutely  right.  The  first  thing  is  to  get  a  consensus 
in  Congress;  and  I  would  ask  you  to  remember  how  difficult  it  was, 
and  has  been,  in  recent  years,  to  pass  foreign  aid  bills  of  any  kind. 

We  struggled  even  last  year,  even  at  a  time  that  people  knew  it 
was  extremely  important,  and  that  time  was  of  the  essence  in  get- 
ting assistance  to  the  Soviet  Union.  We  struggled  in  Congress. 

I  ask  you  to  remember  the  many  speeches  on  the  floor  about  the 
homeless  and  the  poor  here  in  this  country,  and  then  look  at  all 
of  this  aid  that  we  are  giving  to  the  Soviet  Union,  and  on  and  on 
it  went. 

I  mention  this  because  I  think  the  difficulties  are  going  to  get 
greater  as  time  goes  on.  We  do  not  now  have  a  major  adversary  to 
fight  against,  and  therefore  the  idea  of  giving  aid  may  seem  even 
less  important  to  some. 

So  if  you  think  there  were  missed  opportunities  in  the  past,  I 
would  say  we  are  going  to  have  to  struggle  to  have  opportunity  in 
the  future. 

need  for  AMERICAN  LEADERSHIP 

Mr.  Lantos.  Well,  I  do  not  disagree  with  my  friend  from  Kansas 
except  to  suggest  that  we  are  not  talking  about  U.S.  foreign  aid, 
we  are  talking  about  U.S.  foreign  policy  leadership.  Saudi  Arabia 
and  Kuwait  today  would  be  the  nineteenth  and  twentieth  provinces 
of  Iraq  had  we  not  landed  a  half  a  million  troops  there  and  had 
we  not  defeated  Saddam  Hussein. 

It  does  not  stretch  the  imagination  too  far  to  suggest  that  some 
leaning  could  have  taken  place  on  Saudi  Arabia  and  Kuwait  to  sup- 
ply some  funds.  Some  pressure  could  have  been  applied  to  Japan 
to  supply  some  funds.  What  was  lacking  was  not  American  dollars 
but  American  leadership. 

We  all  are  fully  cognizant  of  our  domestic  needs.  The  greatest 
deficit  was  not  our  financial  deficit  but  it  was  the  deficit  of  leader- 
ship which  resulted  in  missing  this  great  historic  opportunity. 

Mr.  Lawson. 

Mr.  FiNGERHUT.  Mr.  Chairman. 

Mr.  Lantos.  Congressman  Fingerhut. 

Mr.  Fingerhut.  Since  we  are  in  this  informal  setting,  the  last 
comment  Professor  Cohen  made,  that  he  and  Professor  Sachs 
would  probably  disagree  on  the  manner  of  spending,  if  in  a  brief 
synopsis 

Mr.  Lantos.  We  will  get  to  them  in  just  1  minute  so  they  can 
develop  that  point. 

Mr.  Lawson. 
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LINKING  U.S.  ASSISTANCE  TO  REFORM  EFFORT 

Mr.  Lawson.  Thank  you,  Mr.  Chairman. 

On  the  second  cluster  of  questions  that  Chairman  Hamilton 
asked  us,  the  current  U.S.  policy  toward  Russia,  obviously  the  ad- 
ministration's policy  is  still  evolving  but  it  does  appear  from  back- 
ground newspaper  reports  and  background  briefings  that  adminis- 
tration officials  have  given  that  Russia  is  either  first  or  certainly 
near  the  top  of  U.S.  foreign  policy  concerns  and  I  think  that  is  ap- 
propriate. 

The  U.S. -Russia  Business  Council  wishes  to  applaud  the  nomina- 
tion of  Strobe  Talbott  to  be  U.S.  Ambassador  At-Large  of  the  State 
Department  in  charge  of  coordinating  aid  to  the  former  Soviet 
Union  and  the  appointment  of  Tom  Pickering  as  U.S.  Ambassador 
to  Moscow,  who  is  one  of  the  most  respected  career  officers  in  the 
Foreign  Service. 

The  conditions  of  assistance  that  the  United  States  should  bear 
in  mind  are  first  of  all,  in  my  view,  U.S.  assistance  ought  to  have 
some  linkages,  conditionality  but  it  should  not  be  overly  coercive 
lest  there  be  a  backlash.  Let  us  not  be  heavy  handed  when  we  give 
our  lectures  to  the  Russians. 

In  the  end,  Russia  will  do  what  it  wants  to  do.  We  need  to  re- 
member where  Russia  was  about  2  years  ago,  when  people  were 
predicting  riots  in  the  streets,  wholesale  famine,  complete  economic 
chaos,  civil  war.  There  is  certainly  economic  turmoil  in  the  Russian 
economy  today  but  there  is  not  economic  chaos.  So  let  us  not  judge 
Russia  by  Western  standards. 

Having  said  that,  U.S.  assistance,  in  my  view,  should  be  linked 
to  the  reform  effort  in  the  following  six  ways: 

U.S.  assistance  should  help  prevent  hyperinflation. 

It  should  help  to  stabilize  the  ruble. 

It  should  help  the  steady  reduction  and  conversion  of  military  en- 
terprises. 

It  should  help  continue  progress  in  privatization. 

It  should  be  given  in  coordination  with  the  G— 7. 

And,  lastly,  the  point  that  the  Cong^esswoman  from  Kansas 
raised,  it  should  have  the  support  of  the  Congress  and  the  Amer- 
ican people  and  this  latter  point,  I  think,  being  almost  the  hardest 
to  obtain. 

IMPORTANCE  OF  MAINTAINING  CURRENT  FUNDING  LEVELS 

Lastly,  U.S.  policy  should  maintain  the  current  funding,  at  least 
the  current  funding  levels  for  Russia,  in  order  to  do  serious  trade 
and  investment  with  that  country.  The  Ex-Im  Bank  budget  has, 
unfortunately,  been  frozen  for  2  years  at  the  same  levels  which 
really  means  that  it  is  a  drop  in  their  budget  authorization.  OPIC's 
loan  authority,  which  is  about  40  percent  of  its  budget,  has  been 
pared  back. 

The  Department  of  Commerce  has  not  yet  received  from  AID  the 
up  to  $12  million  that  was  stipulated  for  or  authorized  for  in  the 
Freedom  Support  Act  to  open  American  business  centers  through- 
out the  former  Soviet  Union.  I  think  it  should  receive  the  $12  mil- 
lion so  that  the  funding  levels  of  trade  credits  and  the  trade  invest- 
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ments  that  the  U.S.  Government  gives  to  Russia  must  be  main- 
tained. 

ESTABLISHING  PRIORITIES  FOR  POLICY  TOWARD  RUSSIA 

On  the  third  issue  that  the  chairman  asked  us  to  comment  on, 
the  right  and  wrong  of  current  U.S.  poHcy,  in  my  old  administra- 
tion which  I  was  a  part  of,  the  Bush  administration,  having  been 
the  Vice-Chairman  of  the  Ex-Im  Bank  and  I  share  the  responsibil- 
ity for  this,  I  will  say  that  we  may  not  have  had  the  most  concep- 
tual overview  of  our  policy  toward  Russia.  I  think  we  were  very 
good  on  many  technical  fronts  here  but  there  is  a  need  to  establisn 
priorities. 

What  is  the  basic  thrust  of  U.S.  trade  and  economic  policy  or  po- 
litical policy  toward  Russia? 

Is  it  to  give  credits? 

Is  it  to  give  technical  assistance? 

Is  it  to  stabilize  the  ruble? 

Once  the  priorities  are  clear,  then  one  can  organize  to  meet  those 
priorities. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  of  Mr.  Lawson  appears  at  the  conclu- 
sion of  the  hearings.] 

Mr.  Lantos,  Thank  you  very  much. 

Professor  Sachs. 

STATEMENT  OF  JEFFREY  D.  SACHS,  PROFESSOR  OF 
ECONOMICS,  HARVARD  UNIVERSITY 

Mr.  Sachs.  Thank  you  very  much,  Mr.  Chairman. 

AGREEMENT  ON  COMPONENTS  OF  AID  PROGRAM 

I  think  the  good  news,  and  I  hope  Steve  Cohen  will  agree  that 
it  is  good  news,  is  that  we  basically  agree  on  what  should  be  done, 
as  I  understand  his  testimony.  We  have  almost  identical  categories 
of  assistance  and  they  match  what  Gene  Lawson  mentioned  as 
well:  a  social  safety  net  support,  help  for  military  to  civilian  conver- 
sion, stabilization,  and  so  forth. 

I  look  at  the  list  that  Mr.  Cohen  gives  about  military  conversion, 
a  program  to  start  small  business  firms,  another  to  subsidize  un- 
employment benefits.  Those  are  almost  the  identical  categories  that 
I  would  propose.  He  also  suggests  debt  relief  which  is  an  absolute 
imperative. 

So  I  think  if  we  go  down  the  list,  the  happy  news  is  that  we,  I 
think,  basically  see  eye  to  eye  on  the  practical  steps  forward,  even 
if  we  somehow  see  the  past  in  somewhat  different  ways.  And  I 
would  like  to  underline  that. 

markets  begin  to  FUNCTION  SPONTANEOUSLY 

My  own  view  of  the  situation  is  quite  similar  to  what  Gene 
Lawson  has  described.  Many  parts  of  the  Russian  economic  trans- 
formation are  going  forward  with  remarkable  vigor  and  success. 

There  are  many  aspects  of  the  change  to  a  market  economy  and 
in  broad  terms  the  commercialization  of  Russian  society,  that  is, 
the  beginning  of  doing  normal  business  rather  than  getting  a  com- 
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mand  from  the  center,  that  have  actually  taken  hold  to  a  remark- 
able extent.  And  we  should  expect  that,  because  we  see  in  Eastern 
Europe  that  the  fears  that  a  market  system  could  not  be  put  in 
place  turned  out  to  be  groundless. 

So  in  Russia  as  well,  we  see  the  ability  of  markets  to  begin  to 
function  spontaneously,  both  on  the  wholesale  and  retail  level.  We 
see  lots  of  trade  with  China  on  a  very  decentralized  basis,  commer- 
cialization of  relations  between  enterprises,  entrepreneurship,  and 
regional  development.  I  think  the  movement  toward  a  market  econ- 
omy is  going  forward  very  well. 

There  is  an  article  in  the  Financial  Times  today  by  the  governor 
of  Nizhni-Novgorod  who  points  out,  if  you  look  to  the  regions,  you 
can  see  that  there  are  substantial  and  verv  exciting  developments 
underway  and  a  market  economy  taking  hold. 

PROGRESS  ON  PRIVATIZATION 

Privatization  is  also  going  forward  and  there  I  completely  agree 
with  Mr.  Lawson  that  this  is  to  a  remarkable  extent  due  to  the 
great  leadership  of  Anatoly  Chubais  meeting  fertile  ground  in  Rus- 
sia. The  Russian  people  want  private  property  and  he  feeds  into 
that  desire.  He  has  demonstrated  stupendous  administrative  and 
political  capabilities. 

There  have  been  50,000  privatizations  carried  out  in  1992  and 
now  large  scale  firms  are  being  privatized  at  a  very  significant 
rate.  The  voucher  program  of  large  scale  industrial  privatization  is 
moving  forward  at  a  pace  that  most  people  doubted  could  be  meui- 
aged,  and  I  think  Mr.  Chubais  deserves  our  support  and  an  enor- 
mous amount  of  credit. 

CONTINUING  THREAT  OF  FINANCIAL  DESTABILIZATION 

There  is  one  major,  indeed  fundamental,  problem  which  puts  all 
of  this  at  risk.  And  that  is  the  profound  financial  destabilization 
that  continues  to  confront  the  country.  This  is  a  destabilization 
that  grew  up  over  many,  many  years. 

By  the  time  that  Mr.  Gorbachev  left  office,  the  budget  deficit  in 
Russia  was  about  25  percent  of  GNP.  A  mountain  of  rubles  had 
been  created  which  led  to  what  economists  call  the  monetary  over- 
hang, meaning  that  there  was  an  excess  demand  for  goods,  that 
there  were  no  goods  in  the  shops  and  black  market  prices  were 
three  to  five  times  higher  than  official  prices. 

And  in  a  table  that  I  have  given  you,  we  see  that  the  balance 
of  payments  crisis  was  also  profound.  I  will  not  go  through  the 
numbers  but  just  point  out  that  what  was  inherited  by  the  Yeltsin 
government  at  the  end  of  1991  was  a  financial  catastrophe, 
unrivaled,  I  think,  in  the  20th  century  in  its  complexity  and  its 
depth.  Imports  had  already  collapsed  from  $82  billion  in  1990  to 
$45  billion  in  1991  as  the  financial  unraveling  of  the  old  system 
took  hold,  as  the  huge  mountain  of  debt  started  to  call  for  repay- 
ment rather  than  new  inflow  of  funds. 

So  there  was  an  extreme  financial  crisis.  That  financial  crisis  is 
not  solved  yet.  And  that  is  what  keeps  Russia  on  the  edge  of 
hyperinflation. 

Since  this  is  a  seminar,  an  academic  cannot  resist  showing  a  cou- 
ple of  tables  and  I  have  handed  out  four  pages. 
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Mr.  Lantos.  Just  do  not  get  carried  away. 
[Laughter.] 

MONETARY  SUPPLY  AND  HYPERINFLATION 

Mr.  Sachs.  I  will  not.  I  would  only  point  out  to  you  one  table 
that  I  think  summarizes  what  happened  in  1992. 

It  is  a  table  called  Monetary  Data  for  Russia  1992.  It  is  the  first 
page  of  a  handout  that  I  hope  is  available  to  you. 

Mr.  Lantos.  Yes.  We  have  it.^ 

Mr.  Sachs.  If  you  look  at  the  middle  block,  you  see  that  the 
monthly  growth  of  the  money  supply  lagged  behind  the  inflation 
rate  through  August  1992.  Starting  in  September,  however,  the 
money  supply  started  to  grow  at  a  hyperinflationary  rate  in  Russia, 
at  about  30  percent  or  40  percent  per  month. 

It  had  been  more  or  less  under  control  for  the  first  half  of  1992. 
There  was  a  change  in  leadership  of  the  Central  Bank  in  mid  1992 
and  a  change  of  monetary  policy.  That  was  based  on  an  enormous 
expansion  of  trillions  of  rubles  of  credits  to  the  heavy  industrial 
sector.  That  started  the  money  supply  growing  and  what  this  table 
purports  to  show,  and  I  think  does  show,  is  that  as  the  money  sup- 
ply accelerated  so,  too,  did  price  inflation.  So  you  have  the  standard 
workings  of  a  hyperinflationary  process. 

Similarly,  as  soon  as  the  money  supply  started  to  grow,  the  ruble 
started  to  collapse  and  that  is  what  is  shown  in  the  bottom  panel 
of  this  table. 

What  all  of  this  means  is  that  we  have  an  identifiable  problem 
and  a  very  dangerous  situation.  Russia  is  on  the  verge  of 
hyperinflation  but  is  not  there  yet.  Inflation  is  about  30  percent  per 
month  right  now. 

The  government  of  Mr.  Chernomyrdin  has  been  very  clear  that 
this  is  absolutely  the  number  one  priority  facing  the  government. 
President  Yeltsin,  Prime  Minister  Chernomyrdin,  Deputy  Prime 
Minister  Shumeiko,  Deputy  Prime  Minister  Fyodorov,  have  all  ex- 
plained in  the  last  6  weeks  to  the  Russian  people  and  inside  the 
government  that  the  highest  priority  for  all  of  them  is  financial  sta- 
bilization. Irrespective  of  whether  it  was  Mr.  Gaidar  or  Mr. 
Chernomyrdin,  they  imderstand  that  hyperinflation  is  the  greatest 
risk  facing  Russia  right  now. 

FOREIGN  ASSISTANCE  SHOULD  CONTRIBUTE  TO  STABIUZATION 

The  government  has  formulated  a  policy  in  this  regard  which 
was  published  a  couple  of  weeks  ago  but  it  remains  an 
umimplemented  document  at  this  point.  They  key  for  Russia  is  to 
get  from  the  stage  of  talking  about  stabilization  to  really  doing  it 
before  the  h3T)erinflation  overtakes  them. 

The  essence  of  foreign  assistance  is  to  help  them  succeed  in  doing 
that  by  helping  them  to  fund  vitally  needed  obligations  in  a  way 
that  does  not  directly  contribute  to  hyperinflation.  So  what  foreign 
assistance  can  do,  if  the  Russians  carry  out  nine-tenths  of  the  re- 
form on  their  side,  we  can  help  meet  them  one-tenth  of  the  way  by 
helping  to  finance  some  essential  expenditures  that  otherwise  ei- 


^The  tables  referred  to  by  Professor  Sachs  precede  the  material  submitted  for  the  record  in 
support  of  his  oral  statement,  all  of  which  appear  at  the  conclusion  of  the  hearings. 
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ther  would  not  be  financed  or  would  be  financed  in  a 
hyperinflationary  manner  by  printing  money. 

That  is  the  traditional  role  of  external  assistance  to  other  coun- 
tries of  Eastern  Europe  and  historically,  whether  it  is  Germany  in 
the  postwar  period,  the  Marshall  Plan,  League  of  Nations  loans  in 
the  1920's,  Turkey  in  the  end  of  the  1970's,  or  Israel  in  1985.  It 
is  the  same  basic  financial  mechanism  to  achieve  stabilization. 

And  I  think  that  all  of  us  agree  on  the  areas,  I  hope,  of  greatest 
urgency  for  helping  them  to  meet  that  need.  It  seems  to  me  that 
because  hyperinflation  is  so  virulent  and  therefore  calls  into  ques- 
tion all  the  other  progress  that  is  being  made,  this  is  the  issue  to 
which  we  should  devote  our  most  urgent  attention. 

[The  prepared  material  submitted  by  Mr.  Sachs  appears  at  the 
conclusion  of  the  hearings.] 

Mr.  Lantos.  Thank  you  very  much.  Professor  Sachs. 

Professor  Cohen. 

STATEMENT  OF  STEPHEN  COHEN,  PROFESSOR  OF  POLITICS 
AND  DIRECTOR,  RUSSIAN  STUDIES  PROGRAM,  PRINCETON 
UNIVERSITY 

Mr.  Cohen.  Both  Professor  Sachs  and  I,  no  doubt,  like  this  uni- 
versity setting  you  have  created  for  us,  the  seminar  environment. 
But  both  of  us  probably  are  unhappy  that  we  do  not  get  to  do  the 
grading  today  and  that  we  did  not  get  to  write  the  questions. 

On  the  other  hand,  the  questions  are  very  good  and  I  congratu- 
late you  on  them.  So  good  that  I  broke  off  working  on  a  book  that 
I  hope  to  finish  before  going  back  to  Moscow  and  found  myself  writ- 
ing a  long  essay  in  response  to  your  questions,  which  I  have  given 
you.  Now  I  am  asked  to  summarize  it  in  5  minutes. 

Mr.  Lantos.  Will  you  list  me  as  a  coauthor? 

Mr.  Cohen.  I  will  indeed. 

[Laughter.] 

FAILURE  OF  BUSH  POLICY  TOWARD  RUSSIA 

Mr.  Cohen.  I  was  told  to  summarize  that  statement  in  5  min- 
utes. I  think  I  can  do  it  in  5V2  minutes. 

I  come  here  as  a  very  strong  advocate,  as  do  Professor  Sachs  and 
Mr.  Lawson,  of  very  large  Western  and  American  aid  to  Russia. 
But  I  come  here  also  as  a  bearer  of  bad  news,  partly  because  I 
share  Chairman  Lantos'  premise  that  the  primary  foreign  policy 
concern  of  the  United  States  for  the  foreseeaole  future  will  be  Rus- 
sia and  secondarily  the  other  former  republics. 

And  yet,  I  think  that  the  United  States  has  no  well  conceived  or 
workable  policies  toward  Russia. 

After  the  breakup  of  the  Soviet  Union  in  1991,  the  Bush  adminis- 
tration pursued  a  twofold  policy.  One  part  of  the  policy  sought  to 
carry  out  a  kind  of  American  missionary  crusade  to  transform  Rus- 
sia into  a  democratic  capitalist  system  by  urging  and  supporting, 
at  least  in  rhetoric,  the  shock  therapy  policies  of  the  Yeltsin-Gaidar 
government  against  its  Russian  domestic  critics  and  by  promising 
to  mobilize  large  scale  Western  support,  which  in  fact  it  did  not  do. 

On  that  basis,  the  other  part  of  the  U.S.  policy  was  to  transform 
post-Communist  Russia  into  our  friend  and  partner  in  world  af- 
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fairs,  thereby  solving  the  problem  of  "loose  nukes"  left  over  from 
the  breakup  of  the  Soviet  Union. 

Both  of  these  policies  to  date  have  failed  and  failed  badly.  Rus- 
sia's so-called  transition  to  democratic  free  market  capitalism — and 
here  Professor  Sachs  and  I  no  doubt  disagree — is  going  very  badly 
both  economically  and  politically.  Russia  is  not  nor  will  it  ever  be 
a  "friend  and  partner"  of  the  United  States  in  foreign  policy  in  the 
simplistic  ways  conceived  by  the  Bush  administration. 

The  nuclear  threat  on  former  Soviet  territories  remains  very 
great  and  certainly  greater  than  it  was  under  the  Soviet  regime. 
START  II,  may  turn  out  to  be  a  bogus  or  failed  set  of  agreements, 
never  ratified  or  implemented  as  promised. 

Meanwhile,  uncertainty  remains  about  the  full  location  and  con- 
trol of  Soviet  tactical  nuclear  weapons.  Little  if  anything  has  been 
done  about  exceedingly  dangerous  Soviet-built  nuclear  reactors. 
And  little  has  been  done  about  the  proliferation  of  Soviet  nuclear 
components  and  know-how. 

Still  worse,  returning  to  the  failure  of  the  Bush  policy,  mission- 
ary and  intrusive  U.S.  policies  have  generated  a  profound  and  still 
growing  political  backlash  in  Russian  political  elites  and  in  society 
against  excessive  American  interference  in  that  country's  internal 
and  foreign  policies. 

And  finally,  nor  did  the  Bush  administration  ever  develop  stable 
constituencies  inside  the  United  States  for  helping  Russia  perform. 
There  is  little  American  support,  at  least  in  public  opinion  polls,  for 
doing  anything  substantial  to  help.  And  yet  if  that  is  the  judgment 
of  the  American  political  leadership,  it  is  its  obligation  to  help  cre- 
ate and  nurture  those  constituencies. 

FALSE  ASSUMPTIONS  ABOUT  POST-COMMUNIST  RUSSIA 

Why  then  did  these  U.S.  policies  since  1991  fail? 

They  failed  because  they  rested  largely  on  false  assumptions 
about  post-Communist  Russia,  in  particular,  the  following  assump- 
tions: that  the  Soviet  breakup  of  1991  was  a  new  Russian  revolu- 
tion that  swept  away  the  old  Soviet  regime  and  most  of  the  major 
obstacles  to  creating  a  democratic  capitalist  system  in  Russia;  the 
false  assumption  that  the  United  States  had  the  wisdom  and  the 
power  to  intervene  directly  in  Russian  affairs  in  order  to  shape 
that  transition  to  an  American  style  system;  and  the  false  assump- 
tion that  post-Communist  Russia,  where  Marxist  Leninists  were  no 
longer  in  power,  could  not  possibly  have  important  foreign  policy 
interests  different  from  those  of  the  United  States. 

Operating  on  the  basis  of  these  conceptions  since  1991,  U.S.  pol- 
icy has  not  only  failed,  it  has  undermined  our  own  purposes  and 
interests  in  Russia,  while  breeding  American  disillusionment  about 
helping  Russia.  These  are  serious  failures. 

This  does  not  mean,  and  here  Professor  Sachs,  Mr.  Lawson  and 
I  evidently  agree,  that  Russia  is  incapable  of  democracy,  markets 
or  good  relations  with  the  United  States.  It  is  capable  of  that.  None 
of  what  I  have  said  means  we  should  not  help  Russia.  Certainly  we 
must  help,  and  generously. 
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DEVISING  WISER  U.S.  POUCIES  TOWARD  POST-COMMUNIST  RUSSIA 

All  of  it  does  mean,  however,  that  much  wiser  U.S.  policies  to- 
ward post-Communist  Russia  require  much  wiser  American  under- 
standings about  Russia  and  about  ourselves. 

Here,  in  my  judgment,  are  the  most  important  ones: 

First,  the  United  States  must  help  Russia  reform  but  never  in 
ways  that  are  missionary  or  intrusive.  We  lack  the  power,  the  wis- 
dom and  the  right  to  dictate  Russia's  reform  strategy  and  its  pace, 
or  to  interfere  excessively  in  internal  Russian  affairs. 

Second,  Russia  will  change,  but  its  future  will  not  be  a  replica 
of  the  American  system.  Our  system  cannot  be  transplanted  into 
that  very  different  civilization.  Russia  will  borrow  from  the  West, 
but  it  can  find  a  stable  future  only  within  its  own  historical  experi- 
ences and  its  own  existing  circumstances.  I  could  give  you  many 
concrete  examples  if  we  had  the  time. 

Third,  nor  can  Russia  leap  to  a  market  system  or  democracy.  No 
real  revolution  or  total  collapse  occurred  in  Russia  in  1991.  The  old 
Soviet  system  still  exists  in  many  fundamental  ways  that  are  still 
essential  to  people's  everyday  well-being  and  even  their  survival. 
Until  a  new  system  emerges  gradually  and  incrementally,  any 
more  leaps,  any  more  shock  campaigns  to  dismantle  the  old  sys- 
tem, will  be  impractical  and  inhumane,  if  not  catastrophic  and  det- 
rimental to  democratization. 

Fourth,  it  is  impossible  for  us,  Americans,  to  identify  all  the  good 
and  bad  guys  in  Russian  politics  today.  Profound  struggles  are  rag- 
ing over  many  fundamental  and  complex  issues,  not  just  over  mar- 
kets and  democracy.  Today's  Russian  political  spectrum  is  exceed- 
ingly broad  and  complex.  It  is  not  just  democrats  versus 
reactionaries,  or  Yeltsin  vs.  Communists,  as  many  U.S.  analysts 
think.  If  even  my  well-informed  Russian  friends  cannot  decide 
which  Russian  political  leaders  and  policies  to  support  from  month 
to  month,  how  can  we  do  so? 

Therefore,  fifth,  the  U.S.  Government  must  considerably  broaden 
its  official  political  relations  in  Russia.  It  must,  of  course,  focus  on 
the  Russian  president.  But  it  has  been  a  grave  mistake  for  the 
United  States  to  ignore,  even  ostracize  and  thereby  offend,  other  of- 
ficial Russian  governmental  institutions  and  particularly  the  Rus- 
sian parliament. 

The  United  States  must  have  normal,  good  relations  with  all 
these  institutions  and  it  must  have  open,  respectful  relations  with 
a  broad  range  of  Russian  public  opinion  and  movements. 

If  we  do  not  do  this  very  soon,  the  United  States  will  have  few 
Russian  friends,  partners  or  even  acquaintances  under  a  post- 
Yeltsin  leadership. 

REALISTIC  THINKING  ABOUT  RUSSIAN  FOREIGN  POLICY 

Finally,  we  also  need  realistic  thinking,  not  illusions,  about  Rus- 
sian foreign  policy.  Russia's  foreign  policy  will  be  based  on  Russia's 
own  perceived  national  interests  and  on  positions  that  can  be  po- 
litically sustained  in  Moscow,  not  on  interests  that  are  desired  and 
positions  that  can  be  sustained  in  Washington. 

We  can  reasonably  hope  that  Russia's  interests  will  coincide  with 
American  interests  more  often  than  not  but  we  may  be  sure  that 
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they  will  not  always  do  so.  And  unless  we  learn  to  live  calmly  with 
that  natural  inevitable  reality,  there  will  never  be  a  truly  new, 
American-Russian  relationship.  There  will  only  be  a  very  cold 
peace  after  the  very  long  cold  war. 

Within  all  these  strictures  and  principles,  there  are  many  things 
that  we  can  and  must  do  to  help  Russia  s  reforms.  And  here  Profes- 
sor Sachs  and  I  may  agree.  But  I  leave  those  issues  to  our  discus- 
sion, if  they  interest  you,  and  I  thank  you. 

[The  prepared  statement  of  Professor  Cohen  appears  at  the  con- 
clusion of  the  hearings.] 

Chairman  Hamilton.  Let  me  express  my  appreciation  to  the 
panel.  I  regret  that  I  was  unable  to  be  here  for  the  opening  of  this 
hearing  due  to  a  meeting  this  morning  with  Prime  Minister  Major. 

I  understand  we  are  proceeding  in  a  more  informal  way,  so  I  will 
just  open  it  up.  I  want  to  encourage  a  thorough  and  wideranging 
discussion  and  make  this  as  productive  as  possible. 

Mr.  Lantos  and  then  Mr.  Sawyer  and  then  Mr.  Brown. 

DOMESTIC  CONSEQUENCES  OF  FAILED  POLICY  TOWARD  RUSSIA 

Mr.  Lantos.  Thank  you  very  much,  Mr.  Chairman.  And  let  me 
say,  I  want  to  commend  and  congratulate  all  three  of  our  witnesses 
for  excellent  presentations. 

I  would  like  to  begin  my  question  with  a  statement  that  I  would 
like  all  three  of  you  to  react  to  because  unless  we  can  answer  my 
statement  in  a  satisfactory  fashion  I  think  confusion  will  continue 
to  plague  both  American  policy  toward  Russia  and  public  opinion. 

My  colleague  from  Kansas,  and  I  am  sorry  she  left,  made  the 
point  which,  of  course,  is  made  ad  nauseam  and  ad  infiniturn,  that 
when  we  have  homeless  in  the  streets  and  the  AIDS  epidemic  and 
unemployment  and  so  on,  how  can  we  in  fact  think  of  problems  as 
geographically  removed  as  the  problems  of  Russia? 

It  is  my  judgment,  and  I  would  like  each  of  you  to  react  to  this, 
that  there  is  in  fact  a  very  close  and  unbreakable  linkage  between 
our  success  in  dealing  with  Russia  and  our  ability  to  solve  this  long 
list  of  domestic  problems. 

It  seems  to  me  that  if  in  fact  a  worse  case  scenario  unfolds  in 
Russia  or  even  a  likely  scenario  unfolds  in  Russia,  taking  Professor 
Cohen's  scenario  which  is  not  a  happy  scenario,  we  may  be  con- 
fronted with  a  very  nationalistic  Russia,  possibly  with  a  military 
dictatorship,  which  will  compel  us  to  reverse  our  policies  of 
downsizing  the  military  and  will  force  us  to  again  reshape  our  pri- 
orities. 

So  the  notion  that  we  cannot  deal  with  Russia  or  the  Ukraine  or 
any  of  the  others  until  all  our  domestic  problems  are  solved  to  me 
is  an  absurd  notion.  The  world  will  not  stop.  And  even  in  areas 
geographically  as  removed  as  Bosnia,  unless  we  get  cooperation 
from  the  Soviet  Union  to  the  maximum  possible  extent,  our  inter- 
national failures  will  have  a  very  negative,  potentially  devastating, 
impact  on  domestic  policies  we  wish  to  pursue. 

INTERNATIONAL  SECURITY  IMPLICATIONS  OF  ECONOMIC  BREAKDOWN 

With  this  as  the  statement,  I  would  like  you  to  react  to  what  I 
see  as  a  dichotomy  between  the  number  one  Russian  problem  and 
the  number  one  problem  from  our  point  of  view. 
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The  number  one  Russian  problem,  as  all  three  of  you  kept  em- 
phasizing, in  my  judgment,  correctly,  is  an  economic  problem.  The 
number  one  proolem  from  our  point  of  view  is  the  security  and  po- 
litical implications  for  the  United  States  of  a  deteriorating  Soviet 
internal  economic  situation. 

Let  me  be  specific. 

It  is  clear  that  as  Professor  Cohen  wrote  last  November,  "Fugi- 
tive tactical  nuclear  weapons  in  the  former  Soviet  Union  pose  a 
greater  nuclear  danger  to  the  world  than  what  was  present  during 
the  Soviet  system."  I  believe  you  added  to  that  the  danger  of  poorly 
maintained  internal  nuclear  reactors. 

Secondly,  the  sale  by  Russia  and  other  republics  of  weapons  of 
all  types  to  singularly  dangerous  and  unstable  regimes  such  as 
Iran  poses  a  very  serious  problem.  Last  month,  the  Russian  De- 
fense Minister,  General  Grachev,  led  a  delegation  to  the  United 
Arab  Emirates  which  led  to  a  protocol  of  understanding  for  future 
arms  sales.  Two  years  ago,  Moscow  delivered  100  T-72  main  battle 
tanks  to  Teheran.  Further,  400  tanks  are  understood  to  be  consid- 
ered for  export.  Two  submarines  have  been  delivered  to  the  Iranian 
navy,  maybe  three. 

My  question  to  all  three  of  you  is  to  deal  with  this  problem  that 
I  raise.  They  may  have  domestic  economic  problems  which  are 
quite  obvious.  But  from  our  point  of  view,  the  failure  to  solve  these 
domestic  economic  problems  does  not  just  mean  that  people  will  be 
unemployed  and  hungry  and  disenchanted,  but  that  it  will  have 
enormously  significant  international  security  ramifications  for  the 
United  States,  from  the  former  Yugoslavia,  to  Iran. 

Professor  Cohen. 

AID  IS  INVESTME^r^  IN  U.S.  NATIONAL  SECURITY 

Mr.  Cohen.  I  have  thought  a  lot  about  this.  I  was  raised  in  Indi- 
ana and  Kentucky  and  therefore  in  a  conservative  way  but  also  bv 
my  parents  to  be  what  is  sometimes  called  a  bleeding  heart  liberal. 

If  you  were  to  tell  me  that  I  had  to  make  a  choice  between  help- 
ing our  own  folks  here  who  need  help  and  helping  Russia,  I  would 
choose  helping  our  own  people.  But  that  is  a  false  choice. 

If  the  United  States  would  spend  $3  to  $6  billion  a  year  for  4  or 
5  years  on  assistance  to  Russia,  it  would  be  only  1  or  2  percent  of 
our  current  defense  spending.  It  would  be  the  cheapest  national  se- 
curity we  could  buy,  and  plenty  would  be  left  to  help  our  own  peo- 
ple. 

The  connections  that  you  make  between  the  future  of  American 
economic  development  and  a  potential  catastrophe  in  the  former 
Soviet  Union  is  absolutely  right.  I  do  not  know  of  anyone  who  de- 
nies that. 

Cold  war  reflexes  in  this  country  remain  strong  just  below  the 
surface.  It  would  not  take  much  to  trigger  a  new  military  buildup 
in  this  country.  Evans  and  Novak,  for  example,  have  already  main- 
tained that  cold  war  winds  are  blowing  from  Moscow.  There  may 
even  be  in  some  influential  quarters  a  kind  of  yearning  for  cold  war 
certitudes.  And  the  slightest  sign  in  Moscow  seems  to  arouse  that 
yearning.  In  this  respect,  a  dangerous  situation  exists  in  our  coun- 
try as  well. 
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CHANGING  RUSSIAN  PERCEPTIONS  OF  THE  U.S. 

I  would  mention  one  other  thing  that  may  seem  to  be  a  little  sen- 
timental, but  I  speak  now  as  a  person  who  has  lived  and  studied 
Russia  for  about  25  years.  Much  Russian  thinking  today  about  that 
country's  future  is  based  on  the  assumption  that  the  United  States 
is  a  society  that  is  fully  democratic  but  also  full  of  social  justice  for 
all  of  its  people.  If  you  tell  Russians,  yes,  much  of  that  is  true  but 
lots  of  American  people  do  not  get  a  fair  shake,  they  find  it  hard 
to  believe. 

Now,  however,  there  is  a  great  flow  of  information  to  Russia 
about  the  United  States.  And  as  Russians  begin  to  perceive  that  we 
have  fundamental  problems,  that  we  have  people  living  in  the 
streets  and  in  real  poverty,  they  begin  to  think,  well,  maybe  the 
American  way  is  not  our  way  after  all.  So  there  are,  as  you  say, 
all  sorts  of  political,  military,  psychological,  and  economic  connec- 
tions between  what  we  do  here,  what  we  do  to  help  Russia,  and 
what  eventually  happens  in  Russia. 

NEED  FOR  FOLLOW-THROUGH  ON  DELIVERY  OF  AID  PACKAGE 

Mr.  Lantos.  Congressman  Sachs — Professor  Sachs. 

Mr.  Sachs.  Not  yet,  not  ever.  But  thank  you.  Congressman. 

Mr.  Lantos.  You  do  not  get  demoted  that  frequently,  do  you? 

[Laughter.] 

Mr.  Sachs.  I  think  that  the  way  to  frame  the  issue  is  exactly  as 
Steve  Cohen  has  said,  that  it  is  a  form  of  security.  And  what  is  im- 
portant to  understand  is,  as  you  have  stressed,  that  our  assistance 
would  be  part  of  a  multilateral  package  which  means  that  the  di- 
rect obligations  to  you  as  Congressmen,  to  us  as  taxpayers,  would 
be  shared  throughout  the  entire  industrial  world. 

I  have  looked  at  these  numbers  carefully.  I  have  spent  6  months, 
more  or  less,  banging  my  head  against  the  wall,  trying  to  make  the 
$24  billion  announcement  into  something  that  would  be  delivered 
but  only  finding  out  in  the  process  that  there  was  nothing  there  to 
grab  onto,  it  looks  to  me  as  if  the  U.S.  budgetary  obligations  for 
what  would  be  an  adequate  package  are  on  the  order  of  about  $3 
billion  or  1  percent  of  our  defense  spending. 

You  mentioned  the  Marshall  Plan.  In  fiscal  years  1948  and  1949, 
the  United  States  donated,  in  grants,  2  percent  of  GNP  to  Europe. 
Three  billion  dollars  is  one-half  of  one-tenth  of  1  percent  of  GNP. 
So  the  analogy  to  the  Marshall  Plan  is  correct  in  economic  terms 
but  it  should  not  scare  the  American  people.  We  are  talking  about 
something  which  is  minuscule  in  effort  compared  to  what  we  did 
at  that  point. 

The  problem  is  that  nobody  worked  on  delivering  the  multilateral 
package  last  year.  It  did  not  really  exist.  And  probably  the  single 
most  corrosive  thing  that  we  did  last  year  was  to  announce  it  and 
then  not  follow  through.  What  I  find  particularly  disturbing  is  the 
continued  self-protection  of  some  of  our  international  institutions 
like  the  IMF,  which  makes  statements  such  as  "we  did  everything 
we  promised  last  year,"  a  demonstrably  false  statement.  Yet  these 
institutions  continue  to  make  these  statements  and  thereby  breed 
cynicism  and  corrosiveness  in  Russia. 
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Let  us  announce  what  we  can  do  and  then  follow  through.  And 
we  can  certainly  do  the  scale  of  efforts  that  we  announced  last 
year.  It  just  has  to  be  mobilized.  It  has  to  be  mobilized  internation- 
ally. Japan  has  a  major  role  that  they  have  not  fulfilled  yet.  And 
it  has  to  be  turned  into  meaningful  programs  of  the  sort  that  all 
of  us  agree  on:  small  business  development,  military  conversion,  a 
stabilization  fund  and  so  forth. 

And  then  we  get  something  meaningful.  But  that  was  most  corro- 
sive, I  think;  announcing  something  and  then  having  nothing  there 
in  the  end. 

Mr.  Lantos.  Mr.  Lawson. 

^fEED  FOR  U.S.  PRIVATE  SECTOR  INVOLVEMENT 

Mr.  Lawson.  Well,  I  do  not  think  you  are  going  to  get  any  par- 
ticular disagreement  from  me  about  the  tradeoff  between  domestic 
priorities  and  foreign  policy  and  aid  and  assistance  to  Russia.  Hav- 
ing spent  some  50  years  and  over  $1  trillion  to  make  sure  that  the 
USSR  did  not  succeed,  we  now  find  ourselves  in  the  position  that 
we  cannot  afford  to  see  Russia  fail.  So  I  agree  with  the  thrust  of 
your  statement,  Mr.  Lantos. 

I  think  when  we  start  to  talk  about  a  laundry  list  of  what  ^ye 
can  do  to  aid  Russia  we  are  on  very  weak  conceptual  ground.  I 
would  agree  with,  I  think,  Steve  Cohen.  Because  we  do  not  really 
have  any  role  models  to  follow  here.  This  is  all  brand  new  stuff  for 
us.  We  have  never  had  a  command  economy  go  into  a  market  econ- 
omy. We  have  the  examples,  perhaps,  of  Poland,  Hungary  and 
Czechoslovakia,  and  perhaps  Poland  is  going  to  be — ana  I  would 
like  to  hear  Jeffrey  Sachs  talk  about  this  a  little  bit  later  on— per- 
haps Poland  is  going  to  be  in  fact  a  successful  model  of  a  transition 
from  an  essentially  planned  economy  into  a  free  market  economy 
and  we  can  learn  some  lessons  from  that  and  most  especially  the 
Russians  can  learn  some  lessons  from  that. 

But  one  point  I  would  make,  when  we  start  talking  about,  say, 
$3  bilHon  of  U.S.  Government  assistance  to  Russia,  the  U.S.  private 
sector's  efforts  in  Russia  are  going  to  simply  dwarf  what  the  U.S. 
Government  can  do.  The  real  action,  the  real  economic  assistance 
and  power  of  this  country  is  going  to  be  generated  through  the  U.S. 
private  sector  in  technical  assistance,  in  managerial  skills,  in  goods 
and  services  and  examples  about  how  to  get  enterprises  up  and 
running.  All  of  that  is  going  to  be  done  by  the  private  sector. 

And  what  the  U.S.  private  sector  needs  is  the  right  atmosphere 
that  is  generated  by  the  U.S.  Government  to  allow  that  to  go  for- 
ward. 

Mr.  Lantos.  Thank  you,  Mr.  Chairman. 

Chairman  Hamilton.  Mr.  Sawyer. 

CRITERL\  TO  EVALUATE  ECONOMIC  PERFORMANCE 

Mr.  Sawyer.  Thank  you,  Mr.  Chairman. 

You  could  not  have  played  more  directly  into  a  couple  of  ques- 
tions that  I  want  to  ask  about.  They  really  do  not  require  long  re- 
sponses, I  do  not  think. 

There  are  two  areas  that  relate  to  the  business  of  building  con- 
stituencies both  in  the  former  Soviet  Union  and  within  the  United 
States.  Most  of  the  economic  data  that  we  get  about  Russia  is  in 
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large  scale  terms,  for  example,  macroeconomic  data  that  comes 
from  the  IMF  and  the  World  Bank. 

We  do  not  get  very  much  of  the  detailed  measurements  of  the 
fundamental  workings  of  a  market  economy  in  a  way  that  can  ei- 
ther allow  us  to  track  the  aid  that  we  offer,  in  whatever  amounts 
we  send,  nor  that  allows  the  Russians  to  evaluate  the  performance 
of  their  economy  in  market  terms  and,  perhaps  most  critically  of 
all,  allows  American  observers,  potential  investors,  to  witness  an 
environment  stable  and  secure  enough  to  put  their  money  into. 

It  seems  to  me  that  for  a  very  small  investment  in  technical  as- 
sistance that  could  be  coordinated  at  the  level  of  government  to 
government  we  could  help  to  build,  using  one  of  the  largest  statis- 
tical bureaucracies  that  the  world  has  ever  seen,  the  capacity  to 
make  the  kinds  of  measurements  that  could  make  a  difference  in 
all  of  those  terms  and  build  constituencies  that  make  some  sense. 

I  would  appreciate  it  if  you  would  comment  just  in  terms  of 
whether  or  not  you  think  their  analysis,  and  ours,  of  their  condi- 
tion may  be  limited  by  this  absence  of  data,  whether  or  not  they, 
or  we,  are  making  decisions  based  on  faulty  or  incomplete  data  and 
whether  or  not  that  kind  of  investment  makes  sense. 

The  second  question  is  much  shorter. 

nSTTERPARLIAMENTARY  EXCHANGES 

Interparliamentary  exchanges  are  not  uncommon  at  all.  It  seems 
to  me  that  that  would  be  a  worthwhile  thing  to  undertake.  My 
question  is  who  do  we  talk  to?  Who  would  be  best  to  talk  to  in  the 
course  of  the  coming  year? 

STATISTICS  TO  MEASURE  ECONOMIC  PERFORMANCE  LACKING 

Mr.  Lawson.  Well,  let  me  respond  to  your  question  about  the 
statistics.  Of  course,  we  have  an  increasingly  difficult  time  getting 
proper  statistics  out  of  Russia.  With  the  demise  of  GOSPLAN  a 
couple  of  years  ago,  the  statistics  that  we  have  gotten  are  frag- 
mented. They  do  not  really  reflect  reality. 

I  think  there  is  a  consensus  among  most  private  sector  people 
that  Moscow  is  really  ignorant  of  what  is  happening  in  the  country- 
side. Moscow  really  does  not  have  the  foggiest  idea  of  what  is  going 
on  out  there.  As  I  think  Jeffrey  Sachs  mentioned,  there  is  grass- 
roots capitalism  springing  up  all  over  Russia  today  and  Moscow  is 
simply  not  tracking  that.  It  is  totally  unaware  of  it.  And  it  is  to- 
tally out  of  its  control,  I  might  add,  too.  And  the  proper  methodol- 
ogy or  procedures  now  for  U.S.  firms  to  do  business  in  Russia  is 
to  go  directly  to  the  private  enterprise  or  right  to  the  enterprise  it- 
self in  the  locality  and  avoid  the  ministries  in  Moscow.  They  are 
just  a  waste  of  time.  So  I  would  agree  with  you  that  the  statistics 
are  very  hard  to  come  by. 

VALUE  OF  GOVERNMENT-TO-GOVERNMENT  ASSISTANCE 

Let  me  give  you  two  more  examples  here. 

The  ways  that  U.S.  Gk)vernment  assistance  could  be  extremely 
helpful  to  the  U.S.  private  sector  would  be,  for  instance,  in  the  gov- 
ernment-to-government areas,  would  be  in  the  building — in  the  ad- 


202 

vice  and  counsel  for,  say,  building  capital  markets,  the  stock  mar- 
ket. Or  helping  with  the  tax  code. 

One  of  the  reasons  for  the  rise  in  criminality  in  Russia  is  that 
the  Russian  central  government's  tax  receipts  are  about  40  percent 
down  from  where  they  were  before,  2  or  3  years  ago.  They  cannot 
pay  the  police.  They  cannot  pay  the  internal  security. 

I  wonder  what  would  happen  in  this  country  here  if  you  had  a 
40  percent  reduction  in  the  police  force  in  this  country,  you  know. 
So  govemment-to-government  assistance  could  be  extremely  help- 
ful. 

MOSCOW  MUST  PROVIDE  WORKING  MONETARY  STANDARD 

Mr.  Sachs.  I  think  that  it  is  important  to  keep  in  mind,  as  Mr. 
Lawson  already  said  and  in  which  I  would  concur,  that  tne  most 
important  and  riskiest  aspect  of  the  economic  situation  is  the  fi- 
nancial destabilization.  I  took  some  pains  to  provide  you  with  some 
data  because  that  is  something  we  know  something  about.  And 
there  is  no  mystery  in  broad  conceptual  terms  as  to  what  is  hap- 
pening. If  the  money  supply  grows  at  a  rapid  rate,  price  levels  will 
grow  at  a  rapid  rate  also.  That  was  not  universally  viewed  to  be 
the  case  in  Moscow  this  summer. 

I  had  long  discussions  with  the  governor  of  the  Central  Bank  as 
he  embarked  on  these  policies  and  we  had  a  sharp  disagreement 
about  what  would  happen.  I  am  sorry  to  say  that  I  was  right  and 
that  he  was  wrong.  You  cannot  increase  the  money  supply  at  40 
percent  per  month  and  get  away  with  it  without  putting  the  coun- 
try on  the  edge  of  the  cliff. 

The  point  I  would  make  is  that  all  of  the  real  life  of  the  economy 
in  the  lon^  term  will  be  outside  of  Moscow.  That  is  where  the  real 
activity  will  go  on.  But  that  is  not  the  same  thing  as  saying  that 
what  goes  on  in  Moscow  is  irrelevant  because  the  one  thing  that 
Moscow  must  do  above  all  is  provide  a  stable  unit  of  monetary 
value  to  allow  all  the  rest  of  the  economy  to  live. 

Economies  cannot  live  without  a  working  monetary  standard  and 
no  region,  no  governor,  no  local  province,  no  private  sector  investor 
can  do  that.  The  only  ones  that  can  do  that  are  the  central  govern- 
ment and  the  Central  Bank. 

So  that  is  the  central  government  challenge  and  I  think  it  is  im- 
portant to  keep  this  conceptually  clear.  There  is  one  main  thing 
that  the  center  should  do  and  that  is  to  stabilize  the  monetary  sys- 
tem so  that  life  can  go  on  in  this  vast  country  of  11  time  zones, 
so  that  the  regions  can  get  on  with  their  business  and  so  Moscow 
does  not  dictate  to  them.  And  that  is  what  is  happening  on  the 
ground. 

But  our  investors  cannot  function,  their  investors  cannot  func- 
tion, nobody  can  function  when  inflation  is  running  at  30  percent 
per  month,  which  is  2200  percent  per  year,  much  less  50  percent 
per  month,  which  they  are  heading  for,  which  is  12,000  percent  per 
year.  There  is  no  deep  conceptual  mystery  about  where  this  comes 
from.  When  they  tightened  money,  the  ruble  was  strengthening 
and  price  inflation  was  cut.  Then  there  was  a  change  of  policy 
which  was  most  regrettable. 

The  government  has  recognized  all  of  this.  But  the  money  print- 
ing is  not  just  coming  out  or  a  vacuum.  To  some  extent,  it  is  wholly 
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misguided,  but  to  some  extent  it  reflects  absolutely  crucial  obliga- 
tions of  the  government  that  it  cannot  meet  out  of  its  own  revenues 
in  the  short  term. 

And  that  is  where  we  come  in.  There  is  no  mystery  with  the 
data.  While  there  are  conceptual  issues,  the  ruble  money  supply  is 
a  measurable  variable  for  which  we  have  the  numbers.  I  can  pro- 
vide them  to  vou  in  considerable  detail.  The  problem  is  what  is 
happening  witn  the  money  supply  and  what  that  reflects  in'  the  un- 
derlying political  economy.  And  tnat  is  where  we  come  in. 

They  have  to  close  this  gaping  hole  which  is  going  to  destabilize 
the  whole  society  because  societies  cannot  resist  hyperinflation  nor 
can  nascent  democracies  resist  hyperinflation. 

On  the  rest,  let  the  regions  do  their  thing. 

Chairman  Hamilton.  Mr.  Royce  and  then  Mr.  Brown. 

POLICIES  TO  ENCOURAGE  MONETARY  STABILIZATION 

Mr.  ROYCE.  Thank  you,  Mr.  Chairman. 

I  think,  Mr.  Sachs,  I  think  that  your  point  may  go  right  to  the 
heart  of  it. 

The  comment  has  been  made  that  the  Marshall  Plan  bailed  out 
Europe  and  I  do  not  think  that  is  the  European  view.  I  think  the 
European  view  is  that  what  bailed  out  Europe  was  Adenauer's  poli- 
cies and  Ludwig  Erhardt's  poHcies  of  giving  Germany  a  stable  mon- 
etary unit,  of  giving  Germany  a  system  that  scrapped  the  old  na- 
tional socialist  system  and  set  in  place  basically  a  free  market  sys- 
tem where  within  about  10  years  the  society  went  from  a  situation 
where  every  factory  had  been  destroyed  to  one  where  they  had  sur- 
passed England  in  terms  of  productivity. 

And  so  the  question,  it  would  seem  to  me,  is  what  could  be  done 
to  encourage  the  center  to  duplicate  what  Adenauer  and  what 
Erhardt  did  in  1946  so  that — and  the  other  point  was  made  that 
there  seemed  to  be  some  irony  in  the  fact  that  we  had  tried  for 
years  to  destroy  this  society  and  now,  of  course,  we  are  in  the  posi- 
tion of  trying  to  encourage  it.  Well,  that  is  not  unusual.  That  is  ex- 
actly the  position  we  were  in  in  1946. 

The  question  it  seems  to  me  is  what  can  be  done  to  bring  about 
that  type  of  stability. 

And,  Mr.  Sachs,  you  already  agree  with  that  policy. 

I  would  like  to  hear  Mr.  Cohen,  if  I  could,  whether  he  agrees 
with  that  position  or  not. 

MARSHALL  PLAN  ANALO(}Y  NOT  RELEVANT  TO  RUSSIA 

Mr.  Cohen.  I  do  not  know  if  I  can  answer  the  question  unless 
you  give  me  the  leeway  to  tease  out  some  of  the  latent  disagree- 
ments that  might  be  among  us  here.  It  might  be  helpful  for  you. 
Let  me  dissent  a  little  from  what  has  been  said. 

I  find  myself  agreeing  with  much  that  is  being  said  but  as  I 
think  about  it  I  know  much  of  it  is  not  fundamental.  That  it  does 
not  address  some  central  issues.  We  are  assuming  that  Russia  is 
comparable,  for  example,  to  Germany  or  even  Japan  after  World 
War  II.  It  is  not  true. 

I  like  the  analogy  with  the  Marshall  Plan  in  so  far  as  it  commits 
us  to  spending  a  lot  of  money  to  do  what  we  should  be  doing.  But 
the  Marshall  Plan  analogy  does  not  really  apply  to  Russia. 
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The  defeated  European  countries  and  Japan  had  histories  of 
markets,  capitalism  and  even  democracy.  Russia  does  not. 

Professor  Sachs  and  colleague  have  written  a  fascinating 

Mr.  RoYCE.  Well,  that  is  not  true  of  Japan. 

Mr.  Cohen.  Well,  there  were  markets  in  Japan. 

Mr.  RoYCE.  Yes,  but  one  of  your  analogies  was  democracy  and 
there  certainly 

Mr.  Cohen.  Excuse  me? 

Mr.  RoYCE.  Your  analogy  was  there  was  democracy  in  Japan  and 
that  was  not  true. 

Mr.  Cohen.  Those  countries  had  varying  traditions  from  country 
to  coimtry. 

Professor  Sachs  and  a  colleague,  David  Lifton,  for  example,  have 
written  an  interesting  paper  and  kindly  sent  it  to  me.  You  should 
look  at  it.  But  it  seems  to  me  to  be  fundamentally  flawed  in  one 
crucial  respect. 

Professor  Sachs  is  convinced  that  Russia  can  be  compared  with 
Poland  but  not  with  China.  He  has  to  make  this  argument  to  sus- 
tain his  own  economic  program  for  Russia  but,  alas,  it  is  not  valid. 
Russia  has  very  little  in  common  with  Poland.  It  does  not  have  a 
lot  in  common  with  China  but  more,  in  the  context  of  our  discus- 
sion, than  it  does  with  Poland. 

If  we  begin  from  this  premise,  we  begin  to  think  differently  about 
what  ought  to  be  done  economically. 

Let  me  use  another  example  raised  here  today. 

encouraging  AMERICAN  PRIVATE  INVESTMENT 

I  believe,  as  everyone  does,  that  if  you  want  to  have  full-scale 
American  private  investment  in  Russia,  Russia  has  to  create  laws 
that  protect  private  property  and  protect  investment.  But  I  would 
go  on  to  say  that  if  tomorrow  all  those  laws  suddenly  existed  in 
Russia  it  would  not  greatly  increase  American  private  investment 
in  Russia  because  few  U.S.  investors  would  be  certain  that  the  laws 
were  stable,  there  to  stay,  or  that  Russians  would  abide  by  them. 
A  real  Russian  legal  culture  will  take  a  long  time  to  develop. 

But  there  are  things  that  the  U.S.  Government  could  do  that  it 
has  not  done  to  encourage  American  investment.  It  could  provide 
some  of  its  own  guarantees.  It  could  negotiate  agn'eements  with  the 
Russian  government,  which  it  has  not  done. 

situation  IN  THE  PROVINCES 

And,  finally,  let  me  comment  on  the  question  of  the  Russian 
provinces. 

I  disagree  with  Professor  Sachs,  if  I  understand  what  he  was  ar- 
guing, that  throughout  the  provinces  of  Russia  there  is  a  broadly 
spreading  grassroots  capitalism.  I  have  travelled  the  Russian  prov- 
inces, I  have  many  provincial  friends  who  come  to  Moscow  to  see 
me  during  the  3  to  4  months  that  my  wife  and  I  spend  there  each 
year.  Professor  Sachs'  picture  is  not  what  I  see  or  hear.  There  are 
exceptions,  Nizhni  Novgorod,  for  example.  But  let  me  add  that  the 
architect  of  the  Nizhni  Novgorod  economic  reform,  the  Russian 
economist  Grigori  Yavlinsky  disagrees  with  Professor  Sachs  about 
the  kind  of  economic  programs  that  Russia  needs. 
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For  the  most  part,  people  in  the  Russian  provinces,  are  still  liv- 
ing much  as  they  did  under  the  Soviet  regime,  both  politically  and 
economically.  It  is  a  myth,  an  illusion,  to  assume  that  what  has 
happened  in  Moscow  and  a  few  other  cities  is  what  has  happened 
throughout  these  11  vast  time  zones. 

Therefore  we  have  to  think  differently  about  Russia  as  a  whole. 

CAUTION  ON  LINKING  SUPPORT  TO  MONETARIST  CONDITIONS 

Mr.  ROYCE.  But  does  that  answer  the  question  as  to  whether  it 
is  wise — all  that  aside,  it  seems  that  the  fundamental  question  is 
should  our  policy  be  to  promote  that  stable  monetary  unit  and  to 
promote  setting  up  some  sort  of  system  where  there  is  private  rec- 
ognition of  transactions,  private  property  rights? 

And  do  you  support  that? 

Do  you  think  that  is  the  answer  for  Russia? 

Mr.  Cohen.  Well,  I  support  encouraging  that.  But  I  do  not  sup- 
port giving  help  to  Russia  solely  on  those  monetarist  conditions.  I 
do  not  support  imposing  a  monetary  policy  on  Russia,  insisting  that 
there  is  no  other  way. 

Nor  do  I  think  that  Moscow  itself  is  in  position  to  impose  a  re- 
form strategy  on  the  whole  of  Russia.  Since  about  1989,  when  de- 
mocratization began,  much  real  economic  and  political  power  has 
migrated  from  Moscow  to  the  provinces,  and  that  process  is  accel- 
erating today. 

Chairman  Hamilton.  Dr.  Sachs. 

ALL  economies  REQUIRE  STABLE  MONETARY  SYSTEM 

Mr.  Sachs.  I  would  like  to  stress  that  China  and  Poland  and 
every  other  economy  that  I  have  ever  studied  needs  a  stable  mone- 
tary account  to  function.  Part  of  China's  problems  at  the  end  of  the 
1980's  was  that  inflation  was  reaching  what  was  then,  by  their 
standards,  viewed  as  the  horrendous  rate  of  40  percent  per  year. 
There  was  a  major  contraction  plus  the  social  instability  that  many 
specialists  feel  contributed  to  Tiananmen,  that  is,  the  inflationary 
unrest. 

In  Russia,  we  are  talking  about  a  beast  of  a  much  more  signifi- 
cant and  dangerous  kind,  near-hyperinflation.  When  money  supply 
is  growing  at  30  percent  per  month,  that  is  so  grossly  dangerous 
and  fundamentally  destabilizing  to  the  society  that  it  becomes  the 
primary  and  most  urgent  task  of  reform. 

That  is  not  just  my  view,  that  is  Mr.  Chernomyrdin's  view,  Mr. 
Yeltsin's  view,  Mr.  Shumeiko's  view,  Mr.  Fyodorov's  view,  and  oth- 
ers in  the  government.  As  Samuel  Johnson  said  about  hanging,  the 
prospects  of  hyperinflation  wonderfully  concentrate  the  mind.  They 
see  the  dangers.  This  is  evident. 

Monetary  factors  work  in  Russia  quite  the  same  way  as  every 
place  else.  That  was  the  test,  in  fact,  last  year.  The  Central  Bank 
chairman  said,  I  can  double  the  money  supply,  no  problem.  We  will 
get  expanding  output,  not  inflation.  What  they  have  gotten  is  near- 
hyperinflation  by  policies  that  have  quadrupled  the  money  supply. 

Do  we  know  how  to  address  that? 
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PARALLELS  DRAWN  BETWEEN  RUSSIA  AND  POSTWAR  GERMANY 

Yes.  I  would  say  that  it  is  a  standard  process  of  budgeting  and 
a  credit  target  policy  that  is  common  throughout  the  world.  And 
the  Russians  have  to  do  the  same  thing. 

But  there  is  a  fundamental,  deep  problem,  which  is  that  some  of 
the  monetary  creation  reflects  heavy  fiscal  burdens  that  they  can- 
not meet  right  now  other  than  by  borrowing  from  the  central  bank 
and  therefore  printing  money. 

It  is  important  to  remember  in  your  example,  Congressman,  that 
Mr.  Erhardt  and  Mr.  Adenauer  just  barely  scraped  by.  In  1949, 
Chancellor  Adenauer  became  chancellor  by  one  vote.  It  was  his  own 
vote  that  put  him  over  the  top.  Mr.  Erhardt,  who  was  later  viewed 
as  the  father  of  the  German  economic  miracle,  was  reviled  in  Ger- 
many in  1949.  He  was  accused  of  being  the  father  of  German  un- 
employment. What  helped  them  to  make  it  through  that  extraor- 
dinarily difficult  period  was  our  financing,  which  helped  the  gov- 
ernment maintain  its  basic  social  functions  during  the  period  of 
transition.  The  same  exact  model  applied  there. 

Erhardt  has  written  eloquently  about  the  pessimism  that  gripped 
German  society  in  1948.  We  look  back  and  say  sure,  the  Marshall 
Plan,  that  was  an  easy  call.  Who  could  say  Germany  had  a  demo- 
cratic tradition? 

This  was  after  13  years  of  Nazism,  this  was  after  the  failed  short 
period  of  the  Weimar  Republic  and  then  hundreds  of  years  of  no 
democracy  in  the  Grerman  principalities  or  in  the  German  empire. 
And  so  that  was  a  hard  call  to  make  in  1948.  The  kind  of  pes- 
simism that  grips  Russia  now  gripped  Germany  then  and  we  had 
to  help  them  past  that  critical  juncture. 

If  we  give  aid,  it  should  be  directed  toward  this  fundamental  con- 
cept, and  it  should  be  step  by  step  with  the  Russians  carrying  out 
the  monetary  stabilization  required  to  make  the  aid  successful. 

Our  taxpayers  have  to  know  that  the  aid  is  going  to  be  effective. 
It  sure  is  easy  to  lose  a  lot  of  money  if  you  are  printing  money  at 
40  percent  a  month.  So  we  can  only  call  on  our  taxpayers  to  give 
assistance  if  we  are  sure  that  the  Russians  are  going  to  take  ade- 
quate and  firm  and  meaningful  measures  to  make  this  aid  success- 
ful to  carry  out  the  basic  task. 

POLITICAL  INSTABILITY  EXACERBATES  HYPERINFLATION 

Mr.  Lawson.  May  I  comment  on  that,  please,  if  I  may? 

Chairman  Hamilton.  Mr.  Lawson. 

Mr.  Lawson.  I  am  sorry,  Mr.  Chairman. 

I  think  we  are  missing  a  very  important  point  here  when  we  talk 
about  trying  to  stabilize  the  ruble  here  and  prevent  hyperinflation. 
The  difference  in  China  and  Poland  and  the  current  situation  in 
Russia  is  very  simple.  In  both  of  those  countries,  in  Poland  and 
China,  you  have  a  very  strong  executive  and  you  have  some  meas- 
ure of  political  stability. 

In  Russia  today,  you  do  not  have  political  stability.  At  the  heart 
of  the  inflation  problem  in  Russia  is  the  fact  that  you  have  a 
Central  Bank  that  is  being  pushed  by  the  parliament  to  print 
money  to  keep  the  defense  enterprises  in  business.  And  until  there 
is  a  constitution  that  clearly  lays  out  the  balance  of  powers  be- 
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tween  these  two  entities  and  clarifies  the  role  of  the  Central  Bank, 
you  are  going  to  keep  on  printing  money  here  because  they  are 
pushed  by  the  parliament  and  you  are  going  to  keep  on  having 
hyperinflation. 

So  it  is  wonderful  to  talk  about  all  these  macro  economic  things 
but  until  you  get  the  basics  down,  which  is  a  strong  executive,  po- 
litical stability,  all  this  other  stuff  is  just  talk. 

THE  POLISH  EXPERIENCE 

Mr.  Sachs.  May  I  respond  to  that? 

That  is  the  first  time  in  history  I've  heard  of  the  Polish  executive 
being  called  a  strong  executive.  I  was  there,  Mr.  Lawson,  in  1989 
and  the  task  of  monetary  stabilization  was  anything  but  straight- 
forward. Doing  this  always  requires  an  extremely  concerted  effort 
by  an  economic  team  which  fights  a  lot  of  opposition. 

The  Polish  executive  at  the  time  was  extremely  weak  but  the  ur- 
gency was  also  clear  and  the  Western  support  was  timely.  And  so 
the  combination  made  it  possible  to  get  past  this. 

Poland  was  on  the  brink  of  hyperinflation  also.  In  fact,  it  hit 
hyperinflation  in  October  1989.  It  was  also  said  at  that  time  that 
because  it  was  a  socialist  economy  it  would  not  respond  to  the  basic 
measures  and  that  turned  out  to  be  wrong.  Poland  was  able  to 
move  quickly  to  convertability  and  on  that  basis  generated  an  enor- 
mous boom  in  exports  which  made  Poland  the  most  dynamic  coun- 
try of  Eastern  Europe  by  far  and  the  only  one  that  is  growing  right 
now,  in  fact,  based  on  the  stability  of  the  currency. 

To  do  it  required  a  combination  of  an  economic  program  and 
Western  assistance  and  doing  that  in  the  face  of  a  lot  of  opposition. 
In  Russia,  it  can  be  done  as  well  if  you  look  at  the  source  of  the 
money  growth  and  go  carefully,  step  by  step,  on  how  stabilization 
can  be  achieved.  They  have  it  within  their  grasp,  but  it  will  require 
our  contribution  and  appropriate  steps  on  their  part. 

PROSPECTS  FOR  RUBLE  STABILIZATION 

But  just  to  be  clear  about  it,  the  monetary  policy  was  hamstrung 
last  year  by  the  problem  of  the  other  republics  also  issuing  rubles, 
which  made  it  hard  to  get  a  coordinated  monetary  policy.  The  IMF 
gave  very  bad  advice.  It  pressed  the  other  republics  to  keep  their 
rubles  rather  than  introducing  new  monies.  This  postponed  mone- 
tary stabilization. 

We  are  beyond  that  point  now.  Now  there  is  the  administrative 
and  legal  basis  for  Russian  ruble  stabilization  that  cannot  be  un- 
done by  the  central  banks  of  the  other  14  republics.  This  eliminates 
about  a  quarter  of  the  monetary  increase  of  last  year  and  so  brings 
us  much  closer  to  monetary  stabilization. 

About  40  percent  of  the  total  monetary  increase  is  directly  under 
government  control.  What  remains  is  about  35  percent  which  is 
technically  under  Central  Bank  jurisdiction  which  is  mainly  redis- 
count facilities  to  commercial  banks.  But  even  there  the  govern- 
ment has  an  important  role  in  various  administrative  ways.  It  is 
my  judgment  that  with  a  concerted  policy  of  the  sort  that  the  gov- 
ernment itself  has  announced,  with  a  solution  to  the  ruble  problem, 
with  Western  assistance  and  with  the  conditions  attached  regard- 
ing monetary  policy,  we  can  see  the  prospect  for  ruble  stabilization 
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in  extremely  practical  terms.  But  it  requires  putting  several  pieces 
together.  The  technical  basis  for  doing  this  is  present  or  is  becom- 
ing present. 

Chairman  Hamilton.  Dr.  Cohen  wants  to  respond  and  then  we 
will  go  to  Mr.  Brown. 

POLITICAL  REFORM  WILL  NOT  SOLVE  ECONOMIC  PROBLEMS 

Mr.  Cohen.  I  feel  it  is  my  duty,  since  you  have  brought  me  here, 
to  sharpen  the  disagreements  among  us  so  that  you  can  evaluate 
our  different  perspectives. 

Will  political  reform  and  a  new  constitution  solve  Russia's  eco- 
nomic problems? 

They  will  not.  Not  even  Russian  democrats  believe  that  to  be  the 
case.  Today,  many  of  them  do  not  even  want  to  talk  about  a  new 
constitution  in  these  dire  circumstances. 

Mr.  Berman.  Who  said  these  changes  would  solve  Russia's  prob- 
lems? 

Mr.  Cohen.  I  beg  your  pardon? 

Mr.  Berman.  Who  said  these  changes  would  solve  Russia's  prob- 
lems? 

Mr.  Lawson.  I  did  not.  I  did  not  say  that. 

Mr.  Cohen.  Well,  he  suggested  that  there  was  a  fundamental 
need,  in  order  to  get  at  these  economic  problems,  to  get  a  constitu- 
tion that  would  separate  the  president's  power 

Mr.  Lawson.  The  parliament's  power,  defines  the  role  of  the 
Central  Bank. 

Mr.  Cohen.  Yes. 

Mr.  Lawson.  Right. 

Mr.  Cohen.  This  was  widely  believed  in  Russia  8,  9  months  ago. 
But  not  even  all  democrats  themselves  today  believe  it.  Many  be- 
lieve that  democratization  now  should  be  frozen  until  major  eco- 
nomic problems  are  solved. 

I  do  not  agree  with  that  argument  but  there  is  a  strong  case  to 
be  made  for  it. 

PRICE  liberalization  RESULTS  IN  HYPERINFLATION 

Secondly,  and  the  most  important  question  in  my  mind,  does  the 
technical  monetarist  approach  for  which  Professor  Sachs  has  be- 
come famous  and  much  admired  but  also  much  criticized — does  it 
address  the  central  issues  in  Russia  today? 

He  fervently  believes  that  it  does. 

Shake  him  though  I  have,  I  cannot  get  this  bone  of  out  of  his 
mouth.  He  always  returns  to  this  issue  because  he  fervently  be- 
lieves it  is  the  key.  He  is  to  be  admired  for  his  consistency.  But  I 
believe  his  position  is  wrong  for  two  reasons. 

First,  Russia  lacks  the  kind  of  preexisting  market  infrastructure 
that  the  other  countries  Professor  Sachs  has  studied  and  advised 
had  when  he  began  his  work.  Russia  lacks  it,  so  it  is  not  going  to 
respond  in  the  same  ways  to  his  policy.  Let  me  give  you  an  exam- 
ple. 

If  you  liberalize  prices  in  an  entirely  monopolistic  setting,  as  Pro- 
fessor Sachs  advised  the  Russian  government  to  do  in  early  1992, 
predictably,     inevitably,     inexorably,     tragically,     the     result     is 
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hyperinflation.  Now  he  tells  us  the  main  problem  is  hyperinflation. 
Of  course,  now  it  is  hyperinflation. 

THE  CASE  FOR  SELECTED  INDUSTRY  SUBSIDIZATION 

Even  more  fundamentally,  what  is  the  central  issue  today  for  the 
everday  life  of  the  Russian  people?  It  is  the  fate  of  the  existing 
state  economy. 

Do  I  like  the  state  economy?  I  do  not. 

Is  it  a  good  economy?  It  is  not. 

Should  anyone  emulate  this  economy?  They  should  not. 

But  90  percent  of  ordinary  folks  in  Russia  today  are  still  depend- 
ent on  the  functioning  of  this  state  economy.  Dependent  for  food 
supplies,  for  baby  formula,  for  aspirin,  for  an  electrical  cord  for  an 
applicance,  for  school  suppHes.  They  are  dependent  on  it.  No  alter- 
native productive  economy  has  yet  emerged.  Only  private  sector 
trading  in  state-produced  goods  has  emerged. 

And  therefore  the  question  is  what  should  Russia  do  with  this 
Leviathan  economy? 

The  problem  with  Professor  Sachs'  policies  is  that  they  are  so 
overarching  and  overweening  they  cannot,  do  not  and  will  not  dis- 
criminate among  and  between  tnose  state  industries  and  enter- 
prises that  must  be  protected  in  order  to  save  people,  and  those 
that  can  be  left  to  a  market  fate.  The  approach  he  advocates  does 
not  and  cannot  make  those  life  and  death  distinctions. 

Who  should  decide  which  aspects  of  the  state  economy  should  be 
subsidized  and  salvaged? 

Not  Professor  Sachs,  not  Professor  Cohen,  not  the  U.S.  Congress. 
The  Russian  government  must  decide.  It  must  decide  whether  or 
not  to  subsidize  baby  formula  industries  and  protect  them  from 
Professor  Sachs'  approach.  It  is  not  our  decision.  And  there  are  doz- 
ens, if  not  scores,  of  such  essential  state  industries. 

This  is  literally  a  life  and  death  question  in  Russia  today.  And 
we  can  talk  abstractions,  we  can  talk  about  Erhardt.  But  they  do 
not  address  this  central  reality.  And  it  is  the  death  of  democracy 
or  any  hope  of  democracy  in  Russia  if  this  problem  is  not  addressed 
first  and  foremost. 

Professor  Sachs'  approach  does  not  do  that. 

Chairman  Hamilton.  Professor  Sachs,  do  you  want  to  respond  to 
that?  The  members  are  having  a  hard  time  getting  a  word  in  today, 
but  the  discussion  is  going  very  well. 

And  then  we  will  get  to  you  Mr.  Brown. 

Mr.  Brown.  That  is  all  right. 

FREEING  PRICES  DOES  NOT  CREATE  HYPERINFLATION 

Mr.  Sachs.  Where  to  begin.  I  do  start  from  a  fundamental  propo- 
sition, a  fundamental  tactical  proposition,  that  societies  that  are  in- 
creasing the  money  supply  at  30  or  40  percent  a  month  are  not 
going  to  do  very  well.  I  believe  that  is  a  generalization  that  can  be 
checked  out.  I  think  it  stands  up. 

I  feel  I  can  say  this  with  some  justification,  because  in  advance 
of  the  change  in  monetary  policy  last  summer  I  made  the  warnings 
as  vigorously  as  I  could  within  Russia  that  this  was  going  to  lead 
to  exactly  the  problems  that  are  now  confronting  the  country  so  se- 
riously. 
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It  is  not  true  that  freeing  prices  creates  hyperinflation.  I  want 
to  be  absolutely  clear  about  this.  Many  countries  have  gone 
through  this.  Poland  freed  its  prices  January  1,  1990  and  it  let  out 
the  steam  of  what  I  called  the  monetary  overhang  before.  But  after 
1  month  of  a  jump  of  prices,  the  inflation  basically  ended.  And  that 
is  what  you  expect  if  you  get  your  monetary  and  fiscal  policy  under 
reasonable  control. 

In  Russia,  too,  the  burden  of  the  data  that  I  have  given  you  is 
that  inflation  was  also  being  sharply  reduced.  The  monetary  policy 
in  the  first  half  of  1992  was  not  as  tough  as  it  was  in  Poland,  that 
was  to  Russia's  loss,  in  my  view,  but  it  was  tough  enough  to  bring 
the  inflation  substantially  down. 

Then  there  was  a  clear  turnaround  which  you  can  see  in  the  data 
started  in  June  with  the  political  change  at  the  Central  Bank  and 
all  of  a  sudden  the  problems  came.  Why  did  that  political  change 
occur? 

Well,  it  is  important  to  note  that  the  concessions  that  were  made 
to  heavy  industry,  the  large  subsidization,  came  for  the  most  part 
when  the  reform  government  realized  that  there  would  be  no  West- 
ern assistance  coming.  They  felt  that  they  did  not  have  the  internal 
ability  to  sustain  their  policies  because  there  was  not  the  financial 
backing  to  fill  in  the  gaps  that  had  to  be  filled  in. 

There  was  a  clear  sense  in  April  and  May  that  the  $24  billion 
was  nothing,  it  was  a  vaporous  idea.  This  led  to  a  shift  internally 
and  I  think  a  misjudgment,  but  it  was  a  political  jud^ent  that 
was  made.  That  produced  a  monetary  phenomenon  which  I  think 
is  extremely  dangerous  for  Russia. 

EASTERN  EUROPEAN  EXPERIENCE  WITH  TIGHT  MONETARY  POLICY 

The  effects  of  these  kinds  of  policies  are,  I  think,  clearly  seen  in 
Eastern  Europe.  I  know,  I  think,  the  institutions  of  the  Russian 
banking  system  and  the  Polish  banking  system  and  the  Central 
Bank  as  well  as  anybody,  and  I  would  say  in  some  considerable  de- 
tail. I  do  not  see  any  material  difference  in  the  basic  mechanisms. 

Russia  has  many  disadvantages,  no  question,  but  the  basic  mech- 
anisms of  overall  financial  stabilization  are  similar. 

What  I  also  see  to  be  the  case  is  that  the  degree  of  entrepreneur- 
ship,  the  ability  to  develop  new  markets,  the  ability  to  shift  mar- 
kets is  as  great  in  Russia  as  it  is  in  Eastern  Europe.  And  there  is 
vigorous  trade  going  on  on  a  decentralized  level. 

In  fact,  you  could  say  Russia  has  even  better  prospects  than  Po- 
land in  many  ways  because  of  the  great  extent  of  tecnnology  which 
has  never  been  commercialized.  It  has  been  all  locked  up  in  the 
military  industrial  complex  and  now  it  is  turning  into  commercial 
operations  and  this  will  occur  over  a  number  of  years. 

If  one  looks  at  the  experience  of  Eastern  Europe,  you  see  that  a 
tight  monetary  and  fiscal  policy  does  cause  a  decline  of  the  state 
industrial  sector — a  quite  snarp  one  but  a  very  clearly  understand- 
able and  appropriate  one.  What  happens  is  that  output  falls  in  sec- 
tors that  cannot  sell  their  goods.  In  sectors  that  can  sell  their 
goods,  you  get  increases  of  output  because  they  have  customers 
now. 

And  so  food  processing  in  Poland,  the  famous  baby  food  case, 
that  was  not  specially  subsidized  in  Poland.  But  they  are  growing 
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tremendously  right  now,  it  is  one  of  the  fastest  growing  areas  in 
Poland,  one  of  the  most  successful  sectors,  because  people  need  to 
buy  food  products. 

THE  CASE  FOR  FREEING  MARKET  FORCES 

What  is  not  growing  is  the  old  heavy  industry  and  I  have  given 
you  a  table  which  shows  just  how  peculiarly  imbalanced  the  Stalin- 
ist style  model  of  heavy  industrialization  was  and  how  that  contin- 
ues to  form  the  structure  of  the  Russian  economy. 

If  you  look  at  the  second  table  in  this  handout,  what  ^ou  see  is 
that  Russia  produced  at  the  end  of  the  1980's  163  million  metric 
tons  of  steel — 163  million  metric  tons  of  steel  in  a  year  in  which 
the  United  States  produced  90,  even  though  in  purchasing  power 
terms  we  are  about  eight  times  larger.  That  means  that  the  steel 
intensity  of  the  Russian  economy  is  almost  20  times  greater  than 
a  normal  market  economy.  They  produced  too  much  steel.  Steel 
output  has  been  going  down  sharply  because  people  do  not  want  to 
bring  home  a  ton  of  steel  to  their  apartment  flats.  There  is  just  no 
demand  for  the  stuff. 

And  so  who  is  buying  the  steel  now  in  Russia? 

Mr.  Gerashchenko  at  the  Central  Bank  is  the  only  customer  for 
a  large  part  of  the  output.  He  is  giving  them  credits  to  keep  pro- 
ducing this  stuff.  There  are  no  customers  for  it.  And  this  is  what 
market  forces  in  a  very  straightforward  sense  differentiate. 

And  so  you  get  a  tremendous  divergence  all  through  Eastern  Eu- 
rope in  the  kinds  of  industries  that  are  growing  and  those  that  are 
not  growing,  between  the  old  heavy  industry  and  the  new  pulp  and 
paper,  specialty  chemicals,  household  appliances,  and  food  process- 
ing industries,  which  are  all  booming  today  in  Poland. 

Today,  incidentally,  in  the  Financial  Times,  two  typically  rather 
down  in  the  mouth  reporters  covering  the  Eastern  European  scene 
have  a  story  called  "Poland  Poised  to  be  a  Post-Communist  Success 
Story"  where  they  say  "Strong  export  growth  to  Western  markets, 
a  fast  growing  private  sector  and  signs  of  greater  efficiency  in  the 
public  sector  nave  combined  to  produce  sharp  productivity  gains 
and  the  basis  of  an  export-led  economy.  Poland  appears  poised  for 
sustained  economic  growth,  which  the  government  hopes  will  dou- 
ble GDP  over  the  next  decade." 

Three  years  ago  the  appeal  to  you  was  for  emergency  food  ship- 
ments. And  Poland  since  then  has  doubled  its  exports  to  Western 
markets  and  now  has  a  boom  going  in  consumer  based  sectors. 
Most  importantly,  the  state  sector  that  Stephen  talks  about  com- 
prised as  high  a  proportion  of  the  industrial  sector  as  it  does  in 
Russia  now.  Today,  Poland  has  an  economy  that  has  more  than  50 
percent  employment  and  gross  domestic  product  coming  out  of  the 
private  sector  because  1.6  million  private  firms  have  been  gen- 
erated in  the  past  3  years. 

So  to  conclude,  I  think  that  the  basic  case  for  a  central  stabiliza- 
tion is  clear  right  now.  No  society  in  the  world  has  been  able  to 
sustain  hvperinflation  for  more  than  a  short  period  of  time  because 
it  is  absolutely  devastating  to  society  in  many  ways.  It  is  the  great- 
est risk  of  political  destabilization  in  Russia  today  and  it  is  not  a 
mystery,  thank  goodness. 

Chairman  Hamilton.  Mr.  Brown. 
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RUSSIAN  AGRICULTURE 


Mr.  Brown.  Thank  you,  Mr.  Chairman. 

Since  prices  in  Nizhni  Novgorod  have  gone  up  38  percent  since 
the  beginning  of  your  debate,  let  me  switch  to  a  couple  of  less  con- 
tentious, perhaps  less  contentious,  questions.  One  for  Jeff  and  one 
for  Steve,  I  think. 

Agriculture.  There  has  not  been  much  mentioned  of  that.  Steve, 
you  have  written  and  talked  in  the  past  of  Gorbachev's  mistake  of 
not  concentrating  more  in  the  mid-1980's  on  agriculture.  Russia 
prior  to  World  War  I  and  maybe  during  the  NEP  period,  I  am  not 
sure,  was  a  grain  exporter. 

What  do  we  as  a  nation  do,  missionary  work  notwithstanding, 
missionary  rhetoric  not  withstanding,  what  do  we  as  a  nation  do 
and  what  does  Western  Europe  and  perhaps  Saudi  Arabia  and 
Japan  do  to  help  with  helping  to  build  sort  of  a  small  agricultural 
base,  if  that  is  the  way  to  do  it,  agriculture  or  smaller  unit-based 
agriculture  in  Russia,  especially  the  problem  of  getting  things  to 
market  where  so  much  of  the  waste  has  happened  in  Russian  agri- 
culture? First  question. 

STRENGTHENING  CIVIC  INSTITUTIONS 

The  second  question,  on  the  whole  issue  of — lots  of  people  talk 
about  civil  society  and  building  sort  of  that  teaching  of  democracy 
in  the  schools,  the  exchange  programs  with  creating  various  kinds 
of  community  organizations,  Boy  Scouts,  Kiwanis  clubs,  all  those 
things  that,  again,  our  missionary  zeal  notwithstanding,  what  and 
at  what  cost  can  we — and  proscriptively  give  me,  if  you  will,  what 
we  ought  to  do  about  helping  Russia  and  the  other  former  Soviet 
republics  in  doing  that?  Both  those,  agriculture  and  the  civil  soci- 
ety issue. 

THE  CASE  FOR  AGRICULTURAL  PRIVATIZATION 

Mr.  Sachs.  Well,  agriculture  has  long  been  the  subject  of  debate 
in  Russia.  No  one  could  accuse  Russia  of  having  done  shock  ther- 
apy in  agriculture  since,  in  my  reading,  the  debate  over  agriculture 
has  been  going  on  at  least  since  1857  when  Alexander  II,  after  the 
Crimean  War,  said  that  it  was  time  to  emancipate  the  serfs  and 
create  private  ownership. 

They  took  a  very  bad  turn  by  not  creating  real  private  ownership 
but  by  bolstering  the  obschina,  the  commune,  and  creating  com- 
munal ownership. 

Starting  in  1878,  they  tried  again  to  move  toward  real  private 
ownership.  That  failed  when  Alexander  III  lost  interest  in  reforms. 

Stolypin  tried  to  promote  private  land  ownership  in  1906.  He  was 
killed  in  1911  after  having  lost  the  favor  of  the  reactionary  duma 
and  Nicholas  II. 

Now  we  are  75  years  after  the  Russian  revolution  and  they  are 
still  debating  private  land  ownership.  I  think  it  is  past  time,  frank- 
ly. I  do  not  think  that  this  is  a  question  of  shock  therapy.  I  think 
140  years  of  debate  on  this  is  too  much.  They  need  private  farms. 

And  here  is  a  case  where  the  Congress  has  blocked  the  basic 
changes  in  land  ownership.  It  is  one  of  the  things  that  Yeltsin  has 
most  vigorously  fought  and  where  we  have  a  real  political  problem. 
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So  I  think  that  the  basic  direction  for  Russian  agriculture  is 
through  privatization.  There  is  a  framework  being  put  into  place, 
but  still  with  lots  of  confusion  over  private  landownership  of  the 
kind  that  should  have  been  overcome  back  in  the  1850's  or  soon 
thereafter.  This  debate  has  gone  on  for  over  100  years  in  Russia 
and  it  has  had  a  very  sad  result,  it  seems  to  me.  Every  time  peas- 
ants have  been  given  the  right  to  private  land  claims,  they  have 
grabbed  at  it  vigorously. 

And,  as  you  say,  there  were  enormously  successful  private  farms 
created  under  Witte's  and  Stolypin's  reforms  in  the  1890's  and 
early  20th  century.  But  here  is  one  of  the  areas  where  you  see  most 
vigorously  the  political  problems  of  a  quite  conservative  Congress 
that  continues  to  block  things. 

There  is  overwhelming  support  in  Russia  for  private  land  owner- 
ship and  in  a  recent  opinion  survey  which  I  have,  a  quote  in  an 
article  that  I  am  giving  to  you  says  that  this  is  one  of  the  areas 
where  everybody  agrees,  75  percent  of  the  population  in  this  survey 
said  that  they  would  be  better  off  if  most  farming  were  done  by  pri- 
vate owners  on  private  land,  and  so  they  want  it  and  it  is  a  key 
area  for  reform. 

VALUE  OF  EXCHANGE  PROGRAMS 

On  exchange  programs  and  the  like,  these  are  extraordinarily 
important,  I  uiink,  and  useful.  But  not  as  a  substitute  for  the  hard- 
er things  which  require  more  money.  So  while  I  am  in  favor  of  stu- 
dent exchange  programs  and  support  bringing  Russians  over  for 
training  in  our  universities,  I  think  that  the  problem  comes  when 
this  is  viewed  as  the  only  thing  we  are  going  to  do  rather  than  as 
a  complement  to  real  financial  assistance. 

So  it  has  been  an  easy  way  out  because  it  has  been  a  substitute, 
a  highly  symbolic  substitute,  for  the  more  expensive  course. 

I  was  reading  in  the  Post  as  I  was  coming  in  that  Turkey  alone 
hosted  10,000  Central  Asian  students  in  its  universities  last  year. 
Turkey.  We  had  no  effort  of  anywhere  near  that  scope.  I  sat  on  the 
admissions  committee  for  the  Harvard  Economics  Department.  We 
had  the  most  extraordinary  flow  of  applicants  from  Moscow  with 
brilliant  training  and  capacity  but  no  way  to  fund  them  right  now. 
And  so  this  is  obviously  a  general  problem  which  we  should  ad- 
dress. But,  please,  not  as  a  substitute  for  the  real  financial  assist- 
ance. 

Mr.  Cohen.  It  is  not  clear  to  me,  if  Harvard  is  getting  such  bril- 
liantly prepared  young  economists  from  Russia,  why  Russia  needs 
American  economic  advisors. 

Mr.  Sachs.  These  are  not  economists,  these  are  mathematicians 
who  want  to  learn  economics. 

CAUTION  AGAINST  INVOLVEMENT  IN  INTERNAL  RUSSIAN  POLITICS 

Mr.  Cohen.  The  short  answer  to  your  two  questions  is,  in  my 
judgment,  in  terms  of  democratization,  under  no  circumstances 
that  I  can  think  of  or  imagine  should  any  U.S.  Government  agen- 
cies, representatives  or  funds  be  directly  involved  in  internal  Rus- 
sian politics.  That  includes  the  AFL^CIO,  the  American  Congress, 
the  National  Endowment  for  Democracy.  This  is  a  grievous  mis- 
take. These  direct  intrusions  are  building  a  gallows  for  pro-Amer- 
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ican  sentiments  in  Russia.  We  should  not  do  this.  The  degree  of  in- 
trusion has  been  abysmal  and  there  ought  to  be  a  withdrawal. 

Advice,  discussion,  exchanges,  the  more  the  better.  But  we 
should  not  be  traipsing  around  on  the  Russian  political  landscape 
doing  what  a  lot  of  American  officials  and  other  citizens  are  doing. 
The  private  parties  we  cannot  control  but  no  U.S.  funds  should  be 
used  for  these  purposes. 

Just  imagine  if  Russian  funds  were  being  used  for  those  kinds 
of  purposes  in  our  country.  Just  imagine  the  reaction. 

AGRICULTURAL  PRIVATIZATION  WILL  BE  A  GRADUAL  PROCESS 

Agriculture  is  more  complicated.  Professor  Sachs  is  right  about 
Russian  history,  but  he  believes  that  if  we  could  just  get  rid  of  to- 
day's Russian  parliament  we  could  reinvent  150  years  of  Russian 
agricultural  history.  It  is  impossible,  of  course. 

The  poll  he  cites  was  an  urban  poll.  Seventy  percent  of  people 
who  live  in  cities  think  that  if  the  30  percent  of  the  population  that 
lives  in  the  countryside  would  have  privatized  land,  urban  folks 
would  eat  better.  So  it  is  a  biased  poll. 

There  are  several  fundamental  problems  here.  All  meaningful  ag- 
ricultural capital  is  controlled  by  state  and  collective  farms,  the 
country  is  still  dependent  on  their  food  production.  There  are  per- 
haps 150,000  private  farms  in  Russia.  Many  of  them  are  fictitious, 
just  garden  plots.  And  many  of  the  others  are  failing  or  subsistence 
family  farms. 

There  are  all  sorts  of  technical  problems  and  legal  problems  fac- 
ing private  farming.  For  example,  most  of  the  agricultural  equip- 
ment in  Russia  is  Duilt  for  very  large  acreage.  Small  horsepower 
equipment  virtually  does  not  exist  in  Russia. 

It  is  impossible  to  simply  abolish  the  collective  agricultural  sector 
unless  you  want  to  starve  the  Russian  population.  Therefore,  it 
must  be  a  very  gradual  process.  Russia  needs  private  farms.  It  also 
needs  the  cooperative  farms  and  state  farms.  Privatization  of  farm- 
ing will  be  a  long  gradual  process,  and  the  pace  must  be  decided 
by  Russians  themselves.  We  can  help  the  private  sector  but  we 
must  not  try  to  impose  it. 

Hardly  anyone  in  Russia  disagrees  about  this  any  longer.  Few 
Russians  believe  that  collective  farms  should  be  abolished  imme- 
diately or  that  they  should  be  preserved  forever.  This  is  one  area 
in  which  there  is  considerable  consensus  but  a  lack  of  resources  to 
move  ahead. 

Bear  in  mind  also  that  the  agricultural  population  is  rather  old. 
It  has  become  a  kind  of  welfare  population.  And  one  dependent  on 
collective  and  state  farms  for  its  well  being.  So  it  would  be  impos- 
sible or  very  cruel  to  impose  a  quick  transformation  in  the  country- 
side. 

Chairman  Hamilton.  Mr.  Herman. 

control  over  money  sul'ply  seen  as  basic  economic 

requirement 

Mr.  Berman.  Thank  you  very  much,  Mr.  Chairman. 

I  grew  up  in  California,  so  I  was  raised  as  a  bleeding  heart  lib- 
eral without  the  conservative  inputs  of  Indiana  and  Kentucky.  I 
never  thought  I  would  see  the  day  when  I  would  be  arguing  some 
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monetarist  position.  However,  I  do  not  understand,  Professor 
Cohen,  how  you  cannot  agree  that  stabiHzation  is  needed. 

You  agree  that  for  America  and  the  industrial  world,  it  makes 
sense  to  help  in  a  variety  of  different  areas,  including  stabilization. 

But  I  do  not  understand  how  you  could  assume  that  our  help 
would  work,  or  that  it  would  ever  pass  through  a  political  process, 
unless  it  was  tied  to  some  kind  of  money  supply  agreement.  I  do 
not  know  exactly  what  Professor  Sachs'  opinion  is  on  other  issues, 
but  you  say  it  is  overarching.  But  maybe  a  lot  of  the  other  things 
you  are  talking  about  are  very  true.  However,  at  that  particular 
point,  just  having  watched  what  has  been  done  in  a  few  other  situ- 
ations— Israel  is  perhaps  one  example  that  I  was  most  particularly 
following  at  the  time — where  those  kinds  of  agreements  were 
reached  and  aid  was  provided;  stabilization  occurred  and  inflation 
decreased  dramatically.  I  do  not  know — I  have  heard  Professor 
Sachs  speak  once  before  about  Bolivia.  Without  being  a  real  Bolivia 
specialist,  my  guess  is  that  they  did  not  have  a  massive  infrastruc- 
ture, a  tradition  of  democracy,  or  a  heritage  of  markets.  But  these 
things  notwithstanding,  when  they  dealt  with  the  issues  of  money 
supply  and  stabilization,  they  were  also  able  to  address  issues  of 
hyperinflation. 

That  is  my  question. 

MONETARIST  APPROACH  VIEWED  AS  CAUSE  OF  HYPERINFLATION 

Mr.  Cohen.  And  it  is  a  good  question  and  a  complicated  ques- 
tion. If  you  and  I  left  this  room  agreeing  only  that  there  are  no 
simple  solutions  to  these  Russian  problems,  then  we  would  have 
moved  far  ahead  because  I  believe  that  the  approach  Professor 
Sachs  represents  is  a  very  simplistic  one. 

It  is  not  entirely  fair  to  answer  your  question  by  replying  that 
many  Russian  economists  who  are  well  regarded  in  the  United 
States  as  liberal  pro-market  economists  blame  the  shock  therapy 
policies,  these  monetarist  policies  of  the  last  year,  for  the 
hyperinflation.  It  is  not  a  direct  answer  to  your  question  but 

Mr.  Berman.  Could  you  say  that  again? 

Mr.  Cohen.  That  there  are  a  large  number  of  liberal  pro-market 
Russian  economists  and  American  economists  who  believe  that  the 
shock  therapy  policies  pursued  in  Russia  since  early  1992  were 
themselves  mainly  responsible  for  the  hyperinflation. 

Mr.  Berman.  Because  price  controls  were  taken  off. 

Mr.  Cohen.  And  because  there  was  no  private  production.  There 
was  no  competition.  In  other  words,  what  Russian  monopoly  pro- 
ducers did  was  produce  less  and  charge  more. 

That  is  not  a  direct  answer  to  your  question  but  you  have  to  un- 
derstand that  in  the  real  world  many  Russian  economists  are  now 
convinced  that  this  approach  caused  the  hyperinflation  and  there- 
fore that  it  is  not  fair  for  the  advocates  of  shock  therapy  now  to 
say,  you  see,  we  have  hyperinflation,  so  you  must  do  even  more  of 
this. 

Mr.  Berman.  May  I  interject  here.  Why  not  at  any  time  would 
the  initial  inflation  be 
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DIFFERENCES  BETWEEN  RUSSIA  AND  POLAND 

Mr.  Cohen.  Well,  you  are  right.  But  let  us  take  the  example  Pro- 
fessor Sachs  gave  us.  He  said  look  at  Poland.  He  read  from  an  arti- 
cle that  says  Poland  is  going  to  begin  to  export  farm  produce.  And 
3  years  ago,  we  were  talking  about  sending  food  to  Poland.  He  fails 
to  tell  us  that  when  communism  collapsed  in  Poland  around  90 
percent  of  agriculture  was  already  in  private  hands.  He  did  not 
mention  that. 

Mr.  Sachs.  I  also  did  not  say  anything  about  agricultural  ex- 
ports. 

Mr.  Cohen.  But  in  Russia,  virtually  no  large-  or  even  medium- 
scale  agricultural  production  is  yet  in  private  hands.  This  is  a  cru- 
cial difference. 

So  in  your  judgment,  does  that  mean  that  the  same  policies  to- 
ward Polish  agriculture  should  be  pursued  in  Russia?  Obviously 
not. 

Mr.  Berman.  But  it  does  not  address  the  need  to  control  the 
money  supply,  either. 

Mr.  Cohen.  No,  it  does  not.  I  come  to  that  now. 

This  first  is  for  the  Russians  to  decide.  They  should  tell  us  what 
their  decision  is  and  then  we  can  decide  if  we  wish  to  support  it. 
We  have  been  doing  it  the  other  way  around.  Essentially  U.S.  advi- 
sors said  to  them,  do  shock  therapy  and  you  will  get  $24  billion. 
That  is  the  way  we  proceeded.  It  should  be  the  other  way  around. 

They  must  decide  which  economic  reform  strategy  they  wish  to 
pursue.  They  must  bear  the  consequences,  not  us. 

Mr.  Berman.  But  that  is  not  a  point  of  disagreement.  He  says 
we  never  produced  what  we  said  we  would  produce,  and  that  is 
why  now  you  have  them  falling  back  into  their  own  terms 

RUSSIAN  ECONOMIC  PROGRAM  WAS  SELF-IMPOSED 

Mr.  Sachs.  Just  for  the  record,  Steve,  they  decided  on  their  poli- 
cies well  before  there  was  any  announcement  of  aid.  The  program 
went  into  effect,  as  you  know,  on  January  2,  1992.  The  announce- 
ment of  the  aid  program  was  April  1,  1992.  This  was  a  policy  cre- 
ated by  the  Russians  and  it  was  a  policy  that  was  geared  toward 
a  situation  that  was  extremely  grave  at  the  time  and  clear  to  them. 

They  already  had  a  hyperinflation.  That  is  the  irony.  It  was  a  re- 
pressed hyperinflation.  There  were  price  controls  so  the 
hyperinflation  was  in  the  black  markets,  not  in  the  official  prices, 
Tnere  were  no  goods  in  the  shops.  Gaidar  confronted  a  situation 
when  he  came  in  on  November  6th  of  no  grain  being  procured  from 
the  countryside  because  the  free  market  price  for  grain  was  three 
to  five  times  higher  than  the  official  price,  so  they  had  to  move  for- 
ward. 

We  did  not  bribe  them  to  do  it.  Quite  the  contrary.  Once  they 
started  their  policy,  we  did  not  help  them  sustain  it.  That  is  the 
difference, 

CALL  FOR  SELF-DETERMINATION  ON  ECONOMIC  POLICY 

Mr.  Cohen.  Unfortunately  this  is  not  the  place  to  sort  out  the 
political  and  economic  history  of  this  question.  I  believe  that  my 
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version  of  it  is  closer  to  the  truth  than  is  Professor  Sachs',  but  let 
us  leave  it  at  that. 

The  basic  question  is  this:  do  we  pursue  a  policy  that  imposes 
conditions,  restrictions  and  essentially  ultimata  on  the  Russian 
leadership  in  order  for  it  to  receive  our  support  on  the  grounds  that 
we,  either  Steve  Cohen  or  Jeff  Sachs,  know  best  what  is  best  for 
them?  That  is  a  policy  full  of  folly  and  we  ought  not  to  pursue  it. 

What  would  the  Russian  Government  do  if  it  was  left  to  its  own 
decisions  but  knew  that  we  would  support  them? 

What  would  they  do?  They  would  not  do  shock  therapy. 

Professor  Sachs  answer  is  that  would  be  a  mistake  if  they  did 
not  do  that.  My  answer  is  to  have  imposed  shock  therapy  was  and 
is  a  mistake,  and  that  there  are  other  ways.  Those  different  ways, 
however,  will  not  enable  us  to  continue  with  IMF  type  of  conditions 
and  restrictions. 

What  might  that  way  be? 

Russia  first  has  to  decide  which  parts  of  the  state  economy  must 
be  subsidized  for  the  sake  of  its  own  people.  That  is  the  first  deci- 
sion. Again,  shock  therapy  cannot  make  those  distinctions.  It  isn't 
even  interested  in  them. 

Professor  Sachs  says  do  not  worry.  OK,  he  says,  in  the  beginning, 
baby  food  will  be  in  short  supply  but  in  a  year  there  will  be  plenty 
of  baby  food.  There  will  not  be.  There  is  no  way  that  Russia  can 
demonopolize  or  privatize  baby  food  industries  quickly  enough  to 
feed  infants  a  year  fi-om  now,  and  the  evidence  is  in. 

Ask  any  of  the  U.N.  on  other  Western  medical  teams  that  have 
studied  the  nutrition  of  young  children  in  Russia  today.  It  is  a  year 
since  shock  therapy  began,  and  a  grievous  situation. 

U.S.  CAN  OFFER  SELECTIVE  SUPPORT  FOR  RUSSIAN  ECONOMIC 

PROGRAM 

Chairman  Hamilton.  Would  the  gentleman  yield  a  moment? 

Mr.  Berman.  Sure. 

Chairman  Hamilton.  Dr.  Cohen,  I  am  not  sure  if  I  understood 
you  a  moment  ago.  Did  you  say  that  American  aid  should  not  be 
made  conditional?  That  we  should  not  require  economic  and  politi- 
cal reform  as  a  condition  of  U.S.  aid? 

Mr.  Cohen.  No.  What  I  said  was  that  the  first  approach  should 
be  to  ask  the  Russians  themselves  to  present  to  us  their  basic  poli- 
cies of  reform.  Not  we  go  to  them  and  say  here  is  your  strategy  of 
reform.  That  is  the  approach  of  Professor  Sachs  and  the  IMF.  They 
tell  Russia,  if  you  do  this  we  will  support  you. 

It  should  be  the  other  way  around.  They  should  decide  what 
their  basic  approach  is.  I  speak  now  of  the  economy,  not  primarily 
of  political  reform.  And  we  would  then  decide  which  aspects  of  that 
approach  we  felt  we  could  or  could  not  support. 

For  example,  if  Russia's  leaders  come  forward  and  say  we  are 
going  to  subsidize  50  percent  of  the  state  industry  for  the  next  5 
years,  and  at  the  same  time  we  are  going  to  try  to  create  a  network 
of  land  and  crediting  banks  to  start  up  private  enterprise,  the  U.S. 
Government  may  say  it  will  not  give  Russia  a  dime  to  subsidize 
state  industry  because  it  is  communism  or  socialism;  get  that 
money  yourself  But  the  U.S.  Government  may  say  it  is  prepared 
to  help  set  up  a  fund  to  subsidize  the  startup  of  small  enterprises. 
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And,  by  the  way,  that,  I  beheve,  is  the  overall  approach  Russia 
will  eventually  take. 

A  POLITICAL  EXERCISE 

Chairman  Hamilton.  Excuse  me,  Mr.  Herman. 

In  a  sense,  that  is  what  happened.  President  Yeltsin  comes  over 
here  and  gives  a  speech  to  the  Congress,  saying  he  supports  mar- 
ket reforms  and  democracy.  He  says  all  the  things  we  want  to  hear 
with  regard  to  developments  there.  We  applaud  enthusiastically  as 
he  shares  his  vision  for  his  country.  The  Congress  then  passes  the 
Freedom  Support  Act,  in  which  we  condition  U.S.  assistance  on 
progress  toward  democracy  and  free  market  reforms. 

Is  that  procedure  wrong? 

Mr.  Cohen.  Of  course,  President  Yeltsin  came  to  tell  you  what 
he  was  told  you  wanted  to  hear  in  order  to  get  that  support.  I  sup- 
pose that  is  politics  everywhere. 

RUSSIAN  GOVERNMENT  WANTS  TO  STABILIZE 

Mr.  Lawson.  I  just  wanted  to  say  I  think  we  are  dealing  with 
a  hypothetical  that  we  need  not  deal  with  because  the  Russian  gov- 
ernment is  saying  two  things:  First,  that  they  want  to  stabilize.  We 
hear  every  day  from  the  prime  minister  that  this  is  the  most  ur- 
gent task  and  that  it  involves  tight  credit  controls.  This  is  what 
both  Mr.  Chernomyrdin  and  the  First  Deputy  Prime  Minister,  Mr. 
Shumeiko,  are  saying  very,  very  clearly. 

So  they  have  announced  what  they  want  to  do.  They  want  to  cut 
back  sharply  on  credit. 

There  is  a  document  that  details  in  considerable  detail  the  tech- 
nical steps  that  are  necessary  to  do  that.  I  think  it  is  highly  profes- 
sionally done.  They  cannot  carry  this  out,  though,  with  a  high  prob- 
ability of  success  without  our  help. 

So  I  think  we  are  in  a  situation  that  is  certainly  not  at  all  what 
Steve  is  worrying  about  of  someone  dictating  to  them.  That  is  not 
the  situation  we  are  in.  They  are  trying  to  stabilize. 

By  the  way,  they  are  doing  this  without  our  help  because  they 
are  not  very  much  convinced  that  we  are  going  to  give  them  very 
much  so  they  are  going  ahead  to  try  to  do  this.  It  is  just  my  judg- 
ment that  their  chance  of  success  in  this  is  rather  low  unless  they 
have  substantial  assistance  to  help  them  carry  out  some  of  the 
functions. 

LIBERALIZING  CONDITIONS  ON  ASSISTANCE 

Mr.  Berman.  Why  can't  the  social  safety  net  approach  deal  with 
the  short-term  problem  of  a  lack  of  baby  food  rather  than  subsidiz- 
ing inefficiency  in  a  state-run  baby  food  formula  plant? 

Mr.  Cohen.  Let  us  say  you  were  an  unemployed  Russian  father 
and  you  were  g^ven  some  sort  of  benefit.  And  yet  you  allowed  the 
state  industries  that  produce  essential  baby  goods  to  go  under. 
Where  would  you  buy  them? 

Mr.  Berman.  In  other  words — I  am  taking  this  is  an  example — 
part  of  the  program  that  you  all  seem  to  sort  of  agree  on  calls  for 
some  level  of  participation  to  guarantee  a  certain  minimal  level  of 
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reasonable  cost,  given  prices,  of  U.S.  support;  ensuring,  in  a  sense, 
humanitarian  assistance. 

Mr.  Cohen.  I  have  not  articulated  my  point  well  so  let  me  try 
one  last  time. 

If  we  do  that,  if  we  g^ve  them  money  to  help  subsidize  unemploy- 
ment benefits 

Mr.  Herman.  Or  maybe  we  could  give  them  baby  food. 

Mr.  Cohen.  If  you  can  do  that,  it  would  be  very  good.  I  do  not 
think  you  can  do  it  easily.  But  I  hope  you  can  get  that  organized. 
I  mentioned  that  kind  of  relief  in  my  statement. 

But  even  if  we  do  this  for  them,  if  we  do  these  compassionate, 
humanitarian  and  wise  things,  while  at  the  same  time  insisting 
that  they  continue  these  shock  therapy  policies,  it  is  a  certain  road 
to  catastrophe.  That  is  the  point. 

I  would  rather  do  it  in  a  more  liberal,  flexible,  n  on  conditional 
way.  Not  without  conditions,  but  even  Professor  Sachs  favors  liber- 
alizing the  conditions  of  the  IMF,  as  I  understand. 

Mr.  Sachs.  No. 

Mr.  Cohen.  You  do  not?  I  thought  you  said  you  did. 

DELAYS  in  delivery  OF  AUTHORIZED  ASSISTANCE 

Chairman  Hamilton.  I  am  told  here  that  each  of  you  pleaded  for 
more  resources  for  Russia,  more  assistance. 

Let  me  tell  you  the  problem  we  confront  here. 

In  the  fiscal  year  1993  authorization,  we  authorized  $417  million 
for  aid  to  Russia.  As  near  as  I  can  figure  out,  at  the  end  of  1992, 
we  had  expended  about  $20  million  of  that.  President  Clinton 
comes  in  and  asks  for  $300  million  more. 

Now,  why  should  we  give  an  administration  $300  million  more 
if  they  cannot  spend  the  $400  million  that  we  have  already  made 
available? 

Mr.  Cohen.  What  was  the  $400  million  earmarked  for? 

Chairman  Hamilton.  It  is  for  all  different  kinds  of  assistance. 
That  includes  privatization,  technical  assistance,  all  these  things. 
The  funds  provided  for  the  destruction  of  nuclear  weapons  are  ad- 
ditional but  that  expenditure  rate  has  not  been  all  that  great,  ei- 
ther. 

Mr.  Berman.  Yes.  It  is  still  very  low. 

Chairman  Hamilton.  It  seems  to  me  our  problem  here  is  not  just 
the  resources  that  are  going  out,  not  just  the  totals,  but  that  we 
cannot  spend  what  we  have.  We  are  so  tied  up  in  bureaucratic  red 
tape  we  cannot  get  the  assistance  moving.  And  we  are  not  talking 
about  new  ideas.  We  have  been  talking  about  technical  assistance 
for  3  years. 

Mr.  Sachs.  Well,  Mr.  Chairman,  there  are  many  aspects  to  this. 
One  is  that  the  administration  last  year  simply  failed  in  this  task 
so  there  was  not  an  adequate  effort  on  many  different  fronts.  This 
was  not  a  high  priority  issue  and  so  it  did  not  work  out  very  well 
in  the  end. 

A  second  thing  is 

Chairman  Hamilton.  Let  me  interrupt  you  there,  if  I  may. 

Mr.  Sachs.  Yes. 
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Chairman  Hamilton.  Would  all  of  you  agree  that  the  most  im- 
portant foreign  policy  problem  the  United  States  confronts  today  is 
Russia? 

Mr,  Sachs.  Yes. 

Chairman  Hamilton.  You  would  all  agree  on  that  point.  OK  Gro 
ahead. 

AID  SHOULD  SUPPORT  BASIC  REFORM  STRATEGY 

Mr.  Sachs.  So  this  was  one  aspect.  Second,  of  course,  there  are 
many  complicated,  modestly  funaed  projects  in  that  $400  million. 
So  lots  of — I  hesitate  to  say  little  because  it  is  a  lot  of  money — but 
many  of  these  projects  are  quite  complicated  to  get  started. 

The  kind  of  assistance  tnat  I  would  advocate  as  the  basis  for 
helping  with  stabilization  is  somewhat  more  direct  and  it  is  of  a 
different  character.  The  social  safety  net  funding,  for  instance, 
should  be  a  high  priority,  then  the  number  of  smaller  projects  that 
involve  detailed  exchanges  or  detailed  infusion  of  technical  assist- 
ance 

Our  aid  program  was  not  really  worked  out  with  the  Russian 
government  last  year.  It  was  not  really  worked  out  with  a  vision 
of  how  to  support  the  basic  strategy  of  reform  that  the  Russians 
were  pursuing.  Part  of  the  problem,  therefore,  comes  in  the  deliv- 
ery, that  it  does  not  really  mesh  with  what  they  most  need  and  it 
does  not  mesh  with  their  most  urgent  priorities. 

I  think  to  do  it  right  this  year  the  first  thing  that  I  would  seri- 
ously recommend  is  that  we  sit  down  with  the  Russian  government 
officials  responsible  for  economic  policy,  and  there  are  officials  di- 
rectly responsible  for  the  international  aspects  of  this,  and  talk  to 
them  about  the  design  of  the  program. 

Chairman  Hamilton.  We  have  not  done  that? 

Mr.  Sachs.  We  did  not  do  that.  No. 

Chairman  Hamilton.  That  would  seem  to  me  to  be  pretty  ele- 
mentary. 

Mr.  Sachs.  With  respect  to  the  $24  billion,  I  can  tell  you  that 
there  was  never  a  discussion  once  with  the  Russian  government  on 
the  overall  framework,  how  it  fit  into  the  basic  strategy.  It  became 
clear  that  there  was  no  $24  billion  program  period.  But  we  never 
talked  about  it  with  the  Russian  Government. 

PROBLEMS  WITH  DISBURSEMENT  OF  ASSISTANCE 

Chairman  HAMILTON.  Did  we  mislead  the  Russians  on  that  $24 
billion  figure? 

Mr.  Sachs.  Surely  we  did. 

Chairman  Hamilton.  Why?  I  do  not  understand  the  dynamics  of 
that.  We  come  up  with  a  $24  billion  figure,  we  persuade  ourselves 
that  we  are  supplying — the  West  is  supplying— $24  billion  to  the 
Russians.  You  talk  to  the  Russians  about  it  and  they  say  they  did 
not  get  a  dime.  And  it  just  is  incomprehensible  to  me  how  we  can 
be  so  far  apart  in  our  perceptions. 

Mr.  Lawson.  Let  me  comment  on  that,  Mr.  Chairman,  if  I  may. 
One  of  the  difficulties  last  year  in  dispensing  and  disbursing  the 
funds  was  because  we  had  10  different  U.S.  Government  agencies 
that  had  10  different  U.S.  Government  programs  trying  to  disburse 
some  of  the  money  that  was  voted  in  the  Freedom  Support  Act. 
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And  the  point  of  coordination  I  do  not  think  is  going  to  be — was 
not  as  potent  in  the  previous  administration  as  it  will  be  in  this 
administration.  I  think  with  the  appointment  of  Strobe  Talbott  you 
have  a  power  base  there  and  a  point  of  influence  that  is  going  to 
be  able  to  coordinate  the  different  agencies  much  better  than  it  was 
done  in  my  own  administration,  to  be  honest. 

Having  said  that,  it  is  simply  not  true  that  some  of  this  money 
was  not  disbursed.  A  lot  of  the  money  was  disbursed. 

Chairman  Hamilton.  You  are  talking  about  the  $24  billion  or 
the  $400  million? 

Mr.  Lawson.  No,  the  $400  million.  I  am  talking  really  about 
technical  assistance  here  and  I  am  talking  now  about  things  that 
fall  into  the  realm  of  business  facilitation,  really,  for  the  private 
sector.  Things  like  the  American  business  centers,  things  like  the 
SABIT  program,  things  like  the  United  States  and  Foreign  Com- 
mercial Service  Expansion,  things  like  BISNIS,  the  business  infor- 
mation service,  the  consortia  programs. 

Chairman  Hamilton.  How  much  money  do  you  think  was  ex- 
pended? 

Mr.  Lawson.  Well,  my  own  personal  view  is  that  about  $200  mil- 
lion of  the  $400  million  was  disbursed  and  I  think  we  can  probably 
disagree  on  that  but  I  think  if  you  really  sat  down  to  try  to  trace 
it  out,  I  think  you  would  come  up  with  about  $200  million  of  that. 

Chairman  Hamilton.  That  has  actually  been  expended? 

Mr.  Lawson.  Yes,  sir. 

Mr.  Sachs.  Mr.  Chairman. 

Chairman  Hamilton.  Yes. 

Mr.  Sachs.  This  question  of  misleading  I  think  is  an  important 
one  and  I  would  like  to  draw  you  attention  to  something  that  I 
found  distressing.  Statements  were  recently  made  in  Russia  by  the 
managing  director  of  the  International  Monetary  Fund  who 
claimed,  even  after  the  fact,  that  the  money  had  been  disbursed 
and  he  cited  an  accounting  of  this  money  which  was  quite  extraor- 
dinary, saying  that  Russia  had  received  everything  that  was  prom- 
ised except  for  the  6  billion  ruble  stabilization  fund.  In  Mr. 
Camdessus'  accounting,  Russia  had  received  debt  relief  for  $7.2  bil- 
lion. 

Now,  we  had  a  long  discussion  last  year  on  this  question  about 
debt  relief  and  there  are  two  points  to  be  made.  One  is  that  there 
was,  in  fact,  no  rescheduling.  The  Russians  are  still  trying  to  get 
a  Paris  Club  agreement,  so  to  count  this  as  money  that  was  given 
is,  I  think,  hard  to  understand. 

NEED  FOR  DEBT  RESCHEDULING 

Chairman  Hamilton.  Do  all  of  you  believe  they  should  have  debt 
rescheduling? 

Mr.  Sachs.  Yes. 

Chairman  Hamilton.  That  is  critical. 

Mr.  Sachs.  And  the  second  thing,  Mr.  Chairman,  is  there  was  an 
understanding  from  April  1st  on  that  in  the  accounting  of  the  $24 
billion  principal,  rescheduling  of  debt  was  not  to  be  counted.  There 
was  a  convention  about  what  this  was,  and  there  was  $2V2  billion 
out  of  the  $24  billion  that  was  interest  rescheduling  of  the  debt. 
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For  Mr.  Camdessus  to  come  late  in  the  day  for  an  agreement 
which  was  never  completed  and  all  of  a  sudden  say,  well,  Uiere  was 
$7  billion  of  debt  rescheduling,  is  both  wrong  as  to  the  facts  about 
the  debt  rescheduling,  which  has  not  occurred,  but  also  absolutely 
contrary  to  the  understanding  of  what  this  package  was,  which  was 
other  than  principal  rescheduling  of  debt. 

And  I  think  that  this  leads  to  the  corrosiveness  of  relations  right 
now.  This  is  a  very  cynical  way  to  put  this,  in  my  opinion.  These 
are  harsh  words,  but  I  was  disappointed  to  see  it  because  with  his 
position,  his  bully  pulpit,  Mr.  Camdessus  should  be  telling  the 
world  that  this  year  we  must  provide  some  real  support,  not  say 
we  have  done  everything. 

If  we  say  we  have  done  everything,  maybe  a  few  bureaucrats  can 
feel  good  that  they  are  covered,  but  since  we  are  not  doing  it,  the 
impression  that  is  left  worries  me. 

INADEQUACY  OF  AID  FROM  RUSSIAN  POINT  OF  VIEW 

Chairman  Hamilton.  Well,  if  you  talk  to  the  Russian  ambas- 
sador to  the  United  States  today,  he  will  tell  you,  I  believe,  that 
Russia  has  not  received  any  aid  from  the  West  at  all. 

Mr.  Sachs.  And  there  is,  I  think,  a  reason  for  that.  That  is  not 
literally  the  case,  of  course,  but  what  is  true  is  two  things:  first, 
that  the  nature  of  the  aid  in  quotation  marks  has  been  what  I  call 
low  quality  in  that  it  is  in  the  form  of  short-term  loans  at  market 
interest  rates,  and  it  is  all  coming  due,  so  it  is  not  viewed  as  real — 
certainly  not  as  grant  assistance,  for  example. 

And  the  second  thing  is  that  it  was  not  programmatic.  A  number 
was  floated,  it  was  not  delivered,  but  there  were  no  programs  un- 
derneath it  that  you  could  sink  your  teeth  into  and  say,  yes,  the 
West  did  fund  the  small  business  development  program.  Or,  yes, 
the  West  did  fund  the  energy  restructuring  project.  Nothing  like 
that  happened  last  year. 

INTERNATIONAL  AID  NEEDED  FOR  IMF  PROGRAM  TO  SUCCEED 

Chairman  Hamilton.  What  are  we  to  make  of  the  IMF  loans?  An 
agreement  was  reached  last  year,  I  think  in  August,  between  Rus- 
sia and  the  IMF  and  that  agreement  had  certain  economic  targets 
that  had  to  be  reached.  Russia  has  not  come  close  to  meeting  those 
targets  and  will  not  do  so  anytime  in  the  foreseeable  future. 

So  what  do  we  do? 

Do  we  just  say  you  have  not  reached  these  targets,  the  IMF  is 
not  going  to  loan  any  more  money? 

Or,  do  we  say  Russia  is  a  very  special  case,  and  loosen  up  the 
conditionality  so  far  as  IMF  is  concerned? 

Mr.  Sachs.  In  my  opinion,  the  IMF  cannot  function  unless  it 
brings  a  realistic  amount  of  support  to  the  table.  And  that  is  what 
is  missing.  It  is  not  that  we  should  say  life  is  tough,  therefore  go 
ahead  and  print  money  at  a  30  percent  rate  of  increase  per  month. 
That  is  no  favor  to  the  Russians  or  to  anybody  else.  That  will  cre- 
ate hyperinflation. 

So  it  is  not  that  the  conditions  are  wrong,  but  you  cannot  meet 
them  without  external  assistance.  And  that  is  what  the  IMF  failed 
to  mobilize  and  what  we  failed  to  provide. 
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So  the  conditions  that  Russia  should  have  monetary  stabiHty  are 
appropriate  but  they  cannot  be  met  without  substantial  inter- 
national assistance  accompanying  the  IMF  program. 

DIVERSIFYING  U.S.  CONTACTS  IN  RUSSIA 

Chairman  Hamilton.  Dr.  Cohen,  you  said  in  your  remarks  that 
we  need  to  diversify  our  contacts  in  Russia.  I  am  switching  now 
from  the  economic  to  the  political  side  of  things. 

I  would  like  you  to  spell  out  for  us  what  we  need  to  do.  Who  is 
it  we  need  to  talk  to  and  what  do  you  mean  by  diversifying  political 
contacts? 

For  example,  I  saw  a  leader  of  the  Civic  Union  yesterday  and  he 
claims  that  the  only  person  we  know  is  Yeltsin  and  the  only  person 
we  deal  with  is  Yeltsin  and  so  we  have  a  very  strong  bias  toward 
Yeltsin.  And  he  makes  the  point  that  that  is  not  the  whole — ^Yeltsin 
is  not  the  whole  Russia. 

Expand  on  that  a  little  bit  for  me. 

Mr.  Cohen.  There  is  a  limit  to  how  much  we  can  diversify.  Rus- 
sia is  an  enormous  country.  But  even  dealing  with  Moscow,  the 
U.S.  Government  should  at  least  have  good  normal  relations  with 
the  Russian  parliament  and  its  leadership. 

I  would  begin  with  the  speaker  of  the  Russian  parliament  and 
I  would  work  down  to  the  relevant  committee  heads. 

Mr.  Sawyer.  Thank  you.  I  asked  about  that  a  little  bit  earlier. 
I  appreciate  that. 

Mr.  Cohen.  To  me,  that  is  critical  not  only  because  it  is  good 
manners,  it  is  civil,  but  it  is  important  also  because  strong  anti- 
American  feelings  are  building  in  the  Russian  parliament  precisely 
because  the  leadership  feels  ostracized  by  the  United  States. 

But  still  more,  if  you  are  going  to  proceed  to  have  the  more  sys- 
tematic talks  with  the  Russian  government  that  Professor  Sachs 
recommends,  the  parliament  is  likely  to  have  a  lot  of  say  about 
what  that  government  will  look  like  in  the  next  few  months  or 
years.  And  therefore  you  are  going  to  have  to  hear  more  than  one 
side  of  the  Russian  political  spectrum. 

Chairman  Hamilton.  I  do  think  the  speaker  is  coming  here.  I 
am  informed  he  is  going  to  be  here. 

Mr.  Cohen.  Excellent  news. 

Chairman  Hamilton.  Maybe  we  are  making  a  little  progress. 

Now,  there  is  a  kind  of  a  power  struggle  going  on  between 
Yeltsin  and  the  speaker,  is  there  not? 

Mr.  Cohen.  There  is. 

Chairman  Hamilton.  Well,  how  should  we  deal  with  that  as  a 
matter  of  U.S.  policy? 

How  should  we  play  that? 

Mr.  Cohen.  I  think  we  should  play  that  exactly  the  same  way 
that  you  would  wish  a  foreign  government  to  play  any  struggle  that 
might  unfold  between  you  and  the  American  president:  stay  out  of 
it.  Talk  to  both  sides. 

We  do  not  ask  foreign  governments  to  come  here  and  decide  on 
a  given  issue  whether  they  stand  with  the  president  or  with  the 
House  of  Representatives. 
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CONTACTS  WITH  OTHER  REPUBLICS 


Chairman  Hamilton.  How  about  diversifying  with  respect  to  the 
other  repubhcs  of  the  former  Soviet  Union? 

What  is  your  sense  there? 

Do  we  need  to  do  a  lot  more  in  terms  of  contacts  with  those  other 
repubUcs?  Or  with  a  few  of  them?  And,  if  so,  which? 

Mr.  Cohen.  This  for  me  is  one  of  the  hardest  questions.  The  easy 
answer  is  that  we  should  do  everything  for  all  of  them  but  the  re- 
ality is  we  cannot. 

Chairman  Hamilton.  You  cannot  do  that. 

Mr.  Cohen.  We  cannot.  Moreover,  there  is  at  least  the  possibility 
that  within  a  few  years  there  may  be  a  regrouping  of  a  few  repub- 
lics around  Russia  and  that  is  something  we  have  to  think  about. 
There  are,  after  all,  proposals  even  in  the  non-Russian  republics  for 
some  new  federal  or  confederal  state.  There  is  also  great  opposi- 
tion. And  probably  there  would  be  great  alarm  in  the  United  States 
if  that  would  happen,  as  it  might. 

The  second  level,  of  course,  are  the  critical  republics: 
Ukraine 

Chairman  Hamilton.  And  which  others? 

Mr.  Cohen.  Well,  certainly  Kazakhstan.  I  mean,  it  is  folly- 


Chairman  Hamilton.  Kazakhstan  because  they  have  the  nuclear 
weapons? 

Mr.  Cohen.  Not  only  that  but  because  it  is  a  large  republic, 
abutting  Russia,  and  half  Russian.  The  folly  of  U.S.  policy  after  the 
Soviet  breakup  was  the  notion  that  we  were  going  to  encourage  all 
15  former  republics  to  become  democratic  capitalist  systems.  This 
was  and  remains  preposterous. 

YELTSIN'S  future 

Chairman  Hamilton.  We  had  a  statement  by  Mr.  Armitage  ear- 
lier this  week.  I  think  he  did  some  very  good  work  for  the  aofminis- 
tration  last  year  trying  to  move  this  thing  forward,  but  he  said  that 
Yeltsin  is — I  think  he  said  no  longer  useful. 

What  is  your  assessment  of  Yeltsin? 

Will  he  still  be  in  power  a  year  from  today? 

Mr.  Cohen.  My  view  is  that  one  of  the  best  things  that  could 
happen  to  Russia  would  be  for  President  Yeltsin  to  serve  out  his 
elected  term. 

Chairman  Hamilton.  Until 

Mr.  Cohen.  His  run  term  runs  until  1996.  Not  because  I  think 
President  Yeltsin  has  been  a  great  leader.  I  do  not  think  that.  But 
because  it  would  be  the  first  time  in  Russian  history  that  any  lead- 
er so  elected  had  served  out  his  full  term  at  a  national  level  and 
that  would  be  a  very  great  thing  for  the  country. 

May  I,  at  that  point,  however,  add  one  thing  for  the  record? 

The  question  of  what  Mr.  Yeltsin  believes  or  does  not  believe  is 
in  some  dispute.  He  is  often  referred  to  as  the  representative  of  an 
American  style  capitalist  system  in  Russia. 

Chairman  Hamilton.  Hold  on  a  minute.  You  said  you  thought  it 
would  be  a  good  thing  if  he  served  out  his  term. 

Mr.  Cohen.  Yes. 

Chairman  Hamilton.  Do  you  think  he  will  serve  out  his  term? 
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Mr.  Cohen.  No,  I  do  not.  I  think  that  either  something  unfortu- 
nate will  happen  or  there  will  be  early  term  elections. 

Chairman  Hamilton.  Now,  he  is  opposing  elections  at  the 
present.  Is  that  correct? 

Mr.  Cohen.  No,  he  is  opposing  near  term  elections.  He  wants  the 
parliament  elected  1  year  early  and  himself  1  year  early  but  not 
soon  in  either  case.  Nobody  wants  elections  now  because  they  are 
all  afraid  they  will  lose. 

RUSSIA  AND  THE  WAR  IN  BOSNIA 

Chairman  Hamilton.  Do  you  think  Russia  can  be  helpful  to  us 
in  the  resolution  of  the  Bosnia/Yugoslav  problem? 

Mr.  Cohen.  Not  if  we  adopt  military  measures  there. 

Chairman  Hamilton.  I  am  sorry? 

Mr.  Cohen.  Not  if  we  adopt  military  solutions  there. 

Chairman  Hamilton.  Well,  we  are  not  adopting  military  meas- 
ures as  the  core  of  our  policy,  so  given  the  present  play,  can  they 
be  useful? 

Mr.  Cohen.  As  long  as  the  military  dimension  is  absolutely  mini- 
mal, they  can  be  useful.  The  moment  any  Western  harm  is  done 
to  Serbians,  Russia  will  no  longer  be  useful,  it  can  only  be  det- 
rimental. They  will  have  to  vote  against  any  Security  Council  reso- 
lutions or  at  least  stand  on  the  sidelines. 

Chairman  Hamilton.  Will  they  vote  against  the  no  fly  zone  en- 
forcement? 

Mr.  Cohen.  I  think  it  depends  on  how  the  Clinton  administration 
presents  it  to  them,  gives  them  some  guarantees  that  no  fly  zones 
do  not  mean  that  Americans  will  shoot  at  planes  that  might 
overfly — or  might  fire  back  at  artillery  that  fires  at  them. 

Chairman  Hamilton.  Will  Russia  vote  for  the  enforcement  of  the 
no-fly  zone  in  the  U.N.? 

Mr.  Cohen.  Again,  I  think  it  depends  on  private  guarantees 

Chairman  Hamilton.  You  think  it  is  possible  that  they  would? 

Mr.  Cohen.  It  is  possible  if  the  Clinton  administration  is  pre- 
pared to  give  them  certain  private  guarantees. 

Chairman  Hamilton.  On  the  question  of 

Mr.  Cohen.  But  it  is  exceedingly  difficult.  You  must  understand, 
to  frame  this  more  directly,  anything  we  do  that  involves  military 
action  in  the  former  Yugoslavia  is  a  blow  to  the  Yeltsin  govern- 
ment. It  may  not  be  a  fatal  blow  but  it  is  a  blow. 

can  the  U.S.  MAKE  A  DIFFERENCE 

Chairman  Hamilton.  What  do  you  say  to  people  who  say  that 
the  United  States  cannot  really  make  a  difference  here? 

That  the  future  of  Russia  is  in  the  hands  of  the  Russians  and 
whatever  we  contribute  is  a  mere  pittance  in  such  a  large  country? 
That  our  aid  really  is  not  critical.  And  when  I  say  "our"  I  mean  tne 
West's  aid. 

How  do  you  respond  to  that? 

Mr.  Lawson,  do  you  want  to  go  ahead  and  then  Mr.  Sachs? 

Mr.  Lawson.  Well,  I  think  that  is  absolute  nonsense.  We  have 
to  differentiate,  I  think,  between  the  private  sector  and  between 
what  the  government  can  do.  And  I  think  previous  to  your  coming 
in,  Mr.  Chairman,  here  we  all  agreed  as  a  panel  that  wnat  the  gov- 
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eminent  can  do  would  be  to  target  very  carefully  $2  to  $3  billion 
in  aid  to  get  them  to  do  the  things  that  we  would  like  for  them  to 
do. 

But  in  the  private  sector,  that  effort  is  going  to  be  dwarfing 
whatever  we  do  in  the  public  sector  and  this  money  that  we  dis- 
cussed earlier,  the  $200  million  of  the  $400  million  that  I  think  has 
been  disbursed  here  is  going  to  go  a  long  way  to  creating  a  busi- 
ness facilitation  atmosphere  and  climate  in  Russia  for  us  to  do 
business  there. 

We  talked  about  how  and  where  we  ought  to  relate  to  the  Rus- 
sians and  the  Russian  society  here.  As  someone  just  wrote,  I  think 
it  was  Dimitri  Simes,  there  is  an  explosion  right  now  in  Russia  of 
your  professional,  civic,  media,  political  kinds  of  associations.  There 
is  a  civil  society  in  the  making,  I  think  is  what  he  wrote.  And  these 
are  the  areas  which  I  think  the  private  volunteer  groups  in  Amer- 
ica can  make  a  significant  difference. 

THE  FUTURE  OF  RUSSIA 

Chairman  Hamilton.  Are  you  optimistic  about  the  future  of  Rus- 
sia? 

Mr.  Lawson.  In  meeting  the  long  term,  I  am.  The  Ex-Im  Bank 
has  always  been.  It  has  been  the  short  term. 

Chairman  Hamilton.  Are  you.  Professor  Sachs? 

Mr.  Sachs.  I  think  the  potential  is  enormous  but  I  think  that  the 
risks  are  also  very  great. 

Chairman  Hamilton.  So  where  do  you  come  down? 

Mr.  Sachs.  It  depends  heavily  on  what  we  do. 

Chairman  Hamilton.  On  what  we  do. 

Mr.  Sachs.  On  what  we  do.  Yes.  I  believe  that  history  shows  re- 
peatedly that  timely  assistance  in  economic  crises  like  this  can 
make  a  profound  difference,  not  in  doubling  living  standards  in  a 
country,  not  in  creating  by  the  aid  itself  big  economic  expansion, 
but  rather  by  helping  realistic  policies  to  take  hold,  thereby  creat- 
ing the  basis  for  deeper  changes. 

Chairman  Hamilton.  Are  we  going  to  have  a  U.S.  foreign  aid 
program  for  Russia  in  the  year  2010? 

Mr.  Sachs.  Absolutely  not  if  we  do  it  right  right  now.  And  you 
can  see  that  already  countries  in  Eastern  Europe  are  turning  the 
comer,  Poland  the  first  among  them.  This  was  a  question  asked 
about  Poland  years  ago  and  because  of  extremely  important  and 
timely  assistance  on  a  stabilization  fund  and  on  a  two-stage  debt 
cancellation,  we  helped  to  give  Poland  the  base  for  its  own  recovery 
and  this  is  the  key. 

Chairman  Hamilton.  Dr.  Cohen,  how  about  it? 

Mr.  Cohen.  If  optimism  is  defined  in  Professor  Sachs'  terms,  I 
am  exceedingly  pessimistic.  If  optimism  about  Russia  is  defined  in 
a  plain,  old  fashioned,  common  sensical  American  way,  that  is  to 
say  that  we  do  not  try  to  turn  Russia  into  America 

Chairman  Hamilton.  Is  this  not  common  sensical? 

Mr.  Cohen.  In  my  judgment,  it  is  not.  No. 

Mr.  Sachs.  Which  particular  thing 

Mr.  Cohen.  If  we  define  our  optimism  differently,  if  we  do  not 
expect  Russia  to  get  where  we  want  it  to  go  quicklv  and  in  our  own 
way,  if  we  do  not  expect  Russia  to  become  like  tne  United  States 
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and  if  we  allow  for  the  fact  that  Russia  will  have  its  own  foreign 
policy  interests,  then,  yes,  I  am  optimistic. 

WILL  RUSSL\  REQUIRE  LONG-TERM  ASSISTANCE 

Chairman  Hamilton.  Well,  we  see  these  things  from  the  perspec- 
tive of  the  Congress.  We  gave  $1  billion  of  aid  to  Egypt  in  the 
1970's  and  it  just  gets  written  into  the  law  year  after  year  and  it 
goes  on  and  on  and  on. 

Are  we  going  to  be  confronted  with  that  in  Russia,  do  you  think? 

Mr.  Lawson. 

Mr.  Lawson.  Let  me  give  you  one  precise  example  of  how  the 
U.S.  Government  can  aid  Russia  right  now.  There  is  a  way  to  jump 
start  the  Russian  economy  and  a  way  for  the  U.S.  Grovernment  to 
be  very  precise  in  its  help. 

As  you  know,  in  the  Russian  oil  sector,  the  oil  production  is 
plummeting  and  has  been  now.  It  used  to  be  the  number  one  pro- 
ducer of  crude  in  the  world  and  now  it  has  plummeted  down  to  sec- 
ond and  it  is  going  to  be  third  in  just  a  short  time. 

There  is  in  Russia  today,  Mr.  Chairman,  about  40,000  idle  oil 
wells  which  represent  about  20  percent  of  the  total  oil  field  produc- 
tion of  the  Russian  oil  patch.  For  a  very  small  amount  of  credits, 
$1  to  $2  billion,  if  Ex-Im  Bank  would  be  willing  to  loan  and  guar- 
antee to  the  Russian  oil  patch 

Chairman  Hamilton.  There  are  certain  sectors  of  the  Russian 
economy  we  really  ought  to  focus  on,  and  energy  is  one  of  them. 

Mr.  Lawson.  Yes,  sir.  Energy  is  one.  And  that  is  the  way  in 
which  you  can  get  the  foreign  exchange  earnings  back  up.  For  just 
a  small  amount  of  money  in  a  relatively  short  period  of  time,  the 
oil  production  decline  could  be  arrested  and  bottomed  out  and  then 
it  could  start  the  slow  climb  back  up  and  it  could  start  earning  for- 
eign exchange  if  we  could  just  get 

Chairman  Hamilton.  And  it  might  make  us  less  dependent  on 
the  Middle  East. 

Mr.  Lawson.  Yes,  sir,  it  would  indeed.  It  solves  many  problems 
if  we  can  get  the  Russian  oil  production  back  up  to  snuff. 

HOW  RUSSL\  SEES  ITS  FUTURE 

Chairman  Hamilton.  Well,  you  folks  have  been  here  a  long  time. 
I  appreciate  this  session  very  much.  I  will  give  you  a  last  parting 
shot  if  there  is  anything  you  want  to  say  for  the  record. 

Mr.  Cohen.  I  have  a  thing  to  say  for  the  record.  I  would  like  to 
read  something  President  Yeltsin  said  not  long  ago  because  it 
seems  to  me  it  is  sobering,  or  ought  to  be  sobering,  to  those  people 
who  constantly  refer  to  him  as  the  leader  of  an  American  style  cap- 
italist system  in  Russia. 

He  said  this  to  the  Russian  people  in  October  1992,  this  is  Presi- 
dent Yeltsin  speaking  to  his  nation:  "We  are  not  leading  Russia  to 
any  kind  of  capitalism.  Russia  is  simply  not  suited  for  this.  Russia 
is  a  unique  country.  It  will  not  be  socialist.  It  will  not  be  capital- 
ist." 

Stephen  Cohen  adds  we  may  believe  this  or  not  but  most  Rus- 
sians evidently  do. 

Chairman  Hamilton.  OK.  On  that  elevated  note,  we  will  call  it 
quits. 
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Thank  you  very  much  for  this  excellent  session. 

We  stand  adjourned. 

[Whereupon,  at  12:27  p.m.,  the  committee  was  adjourned.] 


U.S.  POLICY  TOWARD  EUROPE 


THURSDAY,  MARCH  18,  1993 

House  of  Representatives, 
Committee  on  Foreign  Affairs, 

Washington,  DC. 

The  committee  met,  pursuant  to  notice,  at  10:06  a.m.,  in  room 
2172,  Raybum  House  Office  Building,  Hon.  Tom  Lantos,  presiding. 

Mr.  Lantos.  The  committee  will  please  come  to  order. 

The  Committee  on  Foreign  Affairs  meets  this  morning  to  discuss 
U.S.  policy  toward  Europe.  Today's  meeting  is  the  11th  in  a  series 
examining  key  foreign  policy  issues  facing  the  United  States  follow- 
ing the  cold  war. 

The  collapse  of  the  Soviet  Union  and  the  emergence  of  the  new 
democracies  of  Central  and  Eastern  Europe  has  fundamentally  al- 
tered the  political  and  security  landscape  in  Europe.  U.S. -European 
relations  are  undergoing  fundamental  change  today. 

The  challenges  and  the  opportunities  are  enormous.  We  must 
transform  existing  institutions  to  enable  them  to  address  the  new 
situation  in  Europe  today.  We  must  forge  an  effective  transatlantic 
partnership  to  nurture  democratic  and  free  market  reforms  in 
Eastern  Europe  and  the  former  Soviet  Union.  We  must  find  a  way 
to  address  the  ethnic  and  national  tensions  that  have  risen  in  re- 
gions of  Europe  today  and  which  threaten  the  stability  of  the  entire 
continent. 

We  hope  to  explore  these  issues  in  some  depth  this  morning.  We 
are  especially  pleased  to  have  with  us  three  specialists  who  have 
spent  considerable  time  in  and  out  of  office  grappling  with  these  is- 
sues. 

Our  witnesses  are  Mr.  Robert  Hormats,  vice  chairman  at  Gold- 
man Sachs  International;  Mr.  William  Hyland,  former  editor  of 
Foreign  Affairs  Quarterly;  and  Shirley  Williams,  Director  of  Project 
Liberty  at  the  John  F.  Kennedy  School  of  Government  at  Harvard. 

I  believe  our  witnesses  have  been  alerted  to  the  fact  that  we  are 
using  the  seminar  type  roundtable  format  as  we  have  used  in  re- 
cent hearings.  It  is  our  hope  that  this  arrangement  will  encourage 
some  free-wheeling  and  productive  exchange  both  among  the  wit- 
nesses and  members  of  the  committee. 

We  have  asked  witnesses  to  limit  their  opening  remarks  to  no 
more  than  about  5  minutes.  Your  prepared  statements  will  be  en- 
tered in  toto  in  the  record.  After  your  brief  opening  remarks,  I  will 
lead  off  the  discussion  with  a  free-flowing  patter. 

I  think  we  would  like  to  begin  with  you,  Professor  Williams. 
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STATEMENT  OF  RT.  HON.  SHIRLEY  WILLIAMS,  DIRECTOR, 
PROJECT  LIBERTY,  JOHN  F.  KENNEDY  SCHOOL  OF  GOVERN- 
MENT, HARVARD  UNIVERSITY 

Mrs.  Williams.  First  of  all,  thank  you  very  much,  Congressman 
Lantos,  for  the  opportunity  to  testify  before  the  House  Foreign  Af- 
fairs Committee.  I  welcome  the  opportunity. 

The  first  question  I  was  asked  was  about  what  the  important  de- 
velopments have  been  in  Europe  in  the  last  few  years  so  let  me  say 
this  very  quickly. 

There  was  a  confident  movement  to  the  single 

Mr.  Lantos.  Could  you  pull  the  mike  a  little  closer  to  you? 

SETBACK  FOR  MAASTRICHT  TREATY 

Mrs.  Williams.  A  little  closer. 

I  was  asked  to  respond  to  three  questions,  the  first  of  which  was 
what  were  the  important  developments  in  Europe  in  recent  years 
and  what  will  be  the  important  developments  in  the  future. 

The  European  Community  moved  relatively  confidently  toward 
the  conclusion  of  the  single  market  at  the  end  of  1992  and  that  was 
achieved  with  very  few  exceptions.  However,  buoyed  up  by  their 
achievements  in  tne  single  market,  the  Community's  Council  of 
Ministers  then  moved  on  to  the  Treaty  of  Union,  sometimes  known 
as  the  Maastricht  Treaty,  which  was  signed  December  1991. 

That  treaty  embodied  three  major  principles. 

The  first  was  the  idea  of  a  European  Monetary  Union,  a  common 
currency,  and  a  central  reserve  bank  for  Europe. 

The  second  element  in  it  was  a  proposal  to  move  toward  a  more 
coordinated  European  foreign  policy  where  by  a  unanimous  vote 
the  member  states,  the  12  member  states,  could  decide  to  adopt  a 
common  foreign  policy  and  all  the  details  of  that  policy  would  then 
be  worked  out  by  a  qualified  majority  vote,  a  kind  of  Federal  prin- 
ciple. 

Thirdly,  they  decided  to  work  more  closely  together  in  the  field 
of  internal  security,  specifically  on  issues  like  organized  crime,  ter- 
rorism and  drug  trade. 

The  Maastricht  Treaty  proved  in  many  ways  to  go  beyond  what 
public  opinion  in  Europe  had  been  prepared  for  and,  as  you  know, 
Congressman  Lantos,  and  your  colleagues  know,  there  were  several 
sharp  setbacks. 

The  first  of  these  was  a  Danish  referendum  in  the  spring  of  1992 
which  rejected  the  Maastricht  Treaty.  The  second  was  the  ex- 
tremely narrow  win  in  France  with  another  referendum,  a  win  by 
a  whisker.  And  the  third  was  the  long  drawn  out  and  somewhat 
bitter  debate  in  the  British  Parliament  which  has  still  not  been  re- 
solved and  another  debate  in  the  German  Parliament  which  though 
it  ratified  the  treaty  ratified  it  only  after  adding  certain  crucial 
conditions,  including  the  key  condition  that  no  further  sacrifice  of 
German  sovereignty  could  be  made  without  a  return  at  every  stage 
to  the  Bundesrat  and  the  Bundestag,  the  German  parliamentary 
houses,  to  accept  and  to  agree  to  any  such  further  sacrifices  of  sov- 
ereignty. 

The  effect  of  the  Maastricht  Treaty's  difficulties  has  been  to 
blunt  in  many  ways  the  confidence  of  the  European  Community 
and  to  lead  to  a  period  which  has  lasted  for  about  a  year  now  of 
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very  close  self-examination  and  questioning  about  the  direction  of 
the  Community. 

PROSPECTS  FOR  EC  ENLARGEMENT 

The  second  major  issue  facing  the  Community  apart  from  the 
completion  of  the  Maastricht  Treaty  and  the  consequences  of  that 
treaty  is  the  issue  of  enlargement.  At  the  present  time  in  this  year, 
1993,  the  Community  has  already  embarked  upon  negotiations 
with  four  candidate  members.  These  are  Sweden,  Finland,  Norway 
and  Austria.  All  of  them  are  likely  to  be  full  members  of  the  Com- 
munity in  the  course  of  this  year  and  none  of  them  present  any 
very  great  difficulties  to  the  Community  about  being  accepted  in  it 
since  they  are  all  relatively  wealthy  countries  and  stable  democ- 
racies. 

But  beyond  them  lie  the  four  countries  of  the  Eastern  and 
Central  European  group  who  are  associates  of  the  Community,  the 
two  parts  of  what  was  formerly  Czechoslovakia,  Hungary  and  Po- 
land. All  of  these  countries  have  applied  for  full  membership  of  the 
Community,  most  of  them  hope  to  get  it  by  the  end  of  this  decade, 
but  all  of  them  present  both  economic  and  political  problems  to  the 
Community  because  obviously  economically  they  are  not  up  to 
speed  in  terms  of  the  position  of  full  Community  members. 

Beyond  them  lie  yet  another  group  of  would-be  members,  Malta, 
Cyprus  and  Turkey.  Malta  and  Cyprus  are  sometimes  called  the 
European  orphans.  Turkey  is  a  much  bigger  proposition.  And  all 
these  countries  between  them  will  bring  with  them  a  revolution  in 
the  institutions  of  the  Community  because  it  is  highly  unlikely  the 
Community  can  deal  with  20  or  22  members  in  the  way  that  it  has 
dealt  with  12.  Therefore,  there  will  be  a  fresh  intergovernmental 
conference  in  1996,  unless  it  is  brought  forward,  which  will  con- 
sider the  constitutional  and  institutional  repercussions  of  a  very 
much  larger  Community.  Implicit  will  be  one  central  principle. 
That  principle  is  whether  there  should  be  a  Federal  union  growing 
out  of  the  Community  or  whether  there  should  be  a  two  or  three 
speed  Europe  with  the  different  member  states  moving  at  different 
speeds. 

EXPECTATIONS  FOR  LARGER  U.S.  ROLE  IN  EASTERN  EUROPE 

Let  me  turn  for  the  last  few  minutes  to  the  second  question  that 
you  asked  me  about  the  attitude  of  the  United  States  to  Eastern 
Europe  and  to  Yugoslavia  and  whether  U.S.  policy  should  change. 

Very  briefly,  the  United  States  continues  to  be  regarded  as  the 
mentor  and  beacon  of  freedom  to  most  Eastern  and  Central  Euro- 
pean countries  and  to  the  CIS.  But  the  problem  is  that  the  United 
States  has,  perhaps  largely  because  of  its  own  internal  preoccupa- 
tions, played  a  much  smaller  role  in  Central  and  Eastern  Europe 
than  the  Central  and  Eastern  Europeans  expected  it  to  do. 

I  passed  a  table  around  which  is  available  and  also  in  the  record 
which  shows  that  of  the  total  aid  given  to  Central  and  Eastern  Eu- 
rope, 62  percent  came  from  the  Community,  12  and  a  half  percent 
from  the  United  States.^  These  were  not  the  proportions  that  the 


^The  table  referred  to  appears  at  the  end  of  Ms.  Williams'  prepared  statement. 
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Eastern  Europeans  expected.  They  thought  the  United  States 
would  play  the  largest  role  in  the  building  up  of  democratic  institu- 
tions and  in  the  transition  to  market  based  economies  of  any  of  the 
Western  world  powers. 

There  has  been  much  more  emphasis  on  the  economic  transition 
than  on  the  democratic  one  and  I  think  that  many  of  us  who  work 
in  the  region  are  now  profoundly  concerned  by  the  lack  of  adequate 
efforts  to  develop  democratic  institutions  and  a  civil  society  in 
Central  and  Eastern  Europe,  let  alone  in  the  CIS. 

We  may  pay  a  very  heavy  price  in  terms  of  the  move  toward 
chaos  and  disorder  in  the  former  Soviet  Union  because  of  our  rel- 
ative neglect  over  the  past  couple  of  years  of  the  crisis  as  it  began 
to  form. 

NEED  FOR  U.S.-EC  COLLABORATIVE  PROGRAMS 

Finallv,  you  asked  me  what  we  thought  the  policies  of  the  United 
States  should  be.  Let  me  just  say  three  things: 

First,  there  is  a  real  danger  that  trade  disputes  may  escalate  al- 
though the  sum  involved  in  these  trade  disputes,  important  though 
they  are,  is  a  relatively  limited  one.  They  are  mainly  steel  on  the 
one  side,  the  Buy  American  Act  on  the  other  side  and  agriculture 
on  both  sides.  There  is  a  real  danger  that  these  trade  disputes, 
which  are  souring  at  the  present  time,  will  overshadow  the  crucial 
need  for  a  new  initiative  toward  Central  and  Eastern  Europe  and 
the  CIS  on  the  part  of  the  United  States  and  its  allies  in  Western 
Europe.  I  can  think  of  nothing  that  is  more  desperately  needed 
than  this  at  a  time  when  Russia  is  facing  chaos. 

How  can  one  bring  it  about? 

First,  by  beginning  to  see  that  some  of  the  agencies  that  we 
have,  both  in  the  United  States  and  in  the  EC,  insist  upon  an  ex- 
clusive territory  and  exclusive  jurisdiction.  It  is  therefore  very  dif- 
ficult to  mount  collaborative  programs.  USIA  and  USAID  will  only 
finance  American  missions,  PHARE  in  the  Community  will  only  fi- 
nance Western  European  missions.  What  is  most  badly  needed  is 
joint  collaboration  between  the  allies,  not  the  least  because  Eastern 
Europe  plans  in  the  end  to  ioin  the  Community  and  therefore  needs 
to  understand  Community  law. 

I  would  therefore  conclude  by  saying  first  that  I  believe  it  is  ab- 
solutely vital  for  the  United  States  and  the  European  Community 
to  mount  collaborative  programs  in  this  area,  not  the  least  the  area 
of  strengthening  democratic  institutions.  I  have  put  into  the  record 
an  example  of  this,  the  work  that  Project  Liberty  is  doing  in  run- 
ning workshops  for  civil  servants  and  for  ministers  througnout  the 
region,  most  recently  in  Ukraine,  Poland  and  Czechoslovakia,  as  it 
then  was.  We  have  been  invited  to  do  so  now  in  Estonia  by  the 
Prime  Minister  and  in  Hungary  by  the  Director  of  the  School  of 
Public  Administration.  We  have  both  European  and  North  Amer- 
ican faculty  teaching  in  all  these  workshops. 

SITUATION  IN  THE  FORMER  YUGOSLAVIA 

Last  of  all,  Yugoslavia,  just  one  word.  The  Yugoslav  situation 
presents  us,  I  think,  with  two  challenges  and  I  will  say  a  sentence 
about  each. 


233 

First,  the  challenge  of  making  even  the  unsatisfactory  Vance- 
Owen  Accord  work.  It  accords  to  the  Serbs  much  less  territory  than 
they  now  hold.  My  own  view  is  that  it  will  be  impossible  to  drive 
the  Serbs  back  into  the  area  the  peace  accord  gives  them  without 
at  least  the  threat  of  possible  military  action.  Without  such  action, 
we  will  see  the  Serbs  take  a  larger  share  of  the  former  Bosnia  even 
than  the  peace  accord  gives  then. 

And  finally,  the  rape  crisis  in  Bosnia  which  is  very  serious.  There 
is  evidence  from  the  Warburton  report  that  it  is  a  systematic  act 
of  policy.  I  would  very  much  like  to  see  the  Congress  press  the 
State  Department  to  take  action  to  make  systematic  rape  into  a 
war  crime  and  to  take  immediate  action  to  give  some  emergency 
help  to  those  countries  trying  to  establish  refuges,  medical  help 
and  counselling  help  to  the  thousands  of  women  that  have  been 
raped  in  Bosnia,  some  of  them  girls  as  young  as  6  and  7  years  old. 

Thank  you,  Mr.  Lantos. 

[The  prepared  statement  of  Mrs.  Williams  appears  at  the  conclu- 
sion of  the  hearings.] 

Mr.  Lai^OS.  Thank  you  very  much. 

Mr.  Hyland. 

STATEMENT  OF  WILLIAM  G.  HYLAND,  FORMER  EDITOR, 

FOREIGN  AFFAIRS 

Mr.  Hyland.  Thank  you,  Congressman. 

I  am  going  to  take  advantage  of  the  very  nice  letter  from  Con- 
gressman Hamilton  to  comment  a  little  bit  on  some  broader  topics 
of  foreign  affairs,  since  the  committee  is  engaged  in  trying  to  un- 
derstand what  the  post-cold  war  foreign  policy  of  the  United  States 
might  be. 

CALL  FOR  REEXAMINATION  OF  U.S.  FOREIGN  POLICY 

First  of  all,  I  think  as  a  country  we  are  in  the  process  of  redefin- 
ing ourselves  after  a  50-year  period;  a  very  long  period  in  the  his- 
tory of  a  country  that  is  just  a  little  more  than  200  years  old,  it 
began  with  Pearl  Harbor  and  ended  with  the  fall  of  communism 
and  the  dissolution  of  the  U.S.S.R.  We  are  now  at  a  point  where 
I  think  we  have  to  re-examine  almost  all  aspects  of  foreign  affairs. 
I  would  urge  this  committee  as  well  as  the  executive  branch  to  do 
so  in  a  bottoms-up  approach. 

In  other  words,  I  do  not  think  anything  should  be  off  the  table 
or  sacrosanct.  We  ought  to  look  at  things  that  we  have  taken  for 
granted,  that  we  have  assumed  for  many  years,  mainly  because 
they  were  required  by  the  cold  war  but  also,  in  some  degree,  from 
force  of  habit.  I  think  the  Clinton  administration  has  a  rare  oppor- 
tunity to  reexamine  foreign  policy  in  circumstances  that  are  prob- 
ably better  in  terms  of  the  safety  of  the  United  States,  better  than 
any  of  his  predecessors  since  Franklin  Roosevelt  and,  perhaps, 
since  Herbert  Hoover.  There  is  a  chance,  I  think,  to  take  a  look  at 
some  issues  that  have  not  been  examined  for  a  very  long  time;  that 
includes  our  relationship  to  Europe,  which  was  formed  long  ago, 
but  has  mainly  been  shaped  by  the  cold  war. 
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In  such  an  examination,  I  would  hope  that  we  would  look  into 
the  question  of  our  global  commitments  and  which  ones  are  abso- 
lutely required  by  our  vital  interests  and  those  which  might  be 
turned  over  to  local  or  regional  forces. 

With  that  as  an  opening  background,  I  turn  to  Europe.  I  think 
our  interests  in  Europe  are  fairly  clear.  I  see  no  reason  at  all  why 
we  should  abandon  the  alliance  that  we  have  had  with  Western 
Europe  in  military,  political,  economic,  social,  and  cultural  relation- 
ships. But  we  must  recogn^ize  that  it  is  far  less  important  on  both 
sides  of  the  Atlantic  than  it  was  during  the  cold  war.  The  relation- 
ship, I  think,  between  the  United  States  and  Europe  is  becoming 
weaker.  American  influence  is  declining.  That  is  understandable  if 
you  realize  that  the  coalition  that  was  formed  in  the  late  1940's  to 
oppose  the  expansion  of  the  Soviet  Union  was,  like  all  coalitions, 
held  together  to  some  degree  by  a  common  threat.  There  are  other 
aspects  of  that  coalition  that  go  well  beyond  the  common  threat  but 
I  think  without  the  threat  we  have  to  recognize  our  relationship 
with  Western  Europe  will  be  weaker  and  that  trend  is  already  in 
place. 

DEALING  WITH  RESURGENT  NATIONALISM 

The  question  for  us  is  how  to  manage  the  new  relationship: 
whether  we  should  continue  to  maintain  troops  in  Europe,  for  ex- 
ample; whether  we  should  reduce  those  troops  further,  perhaps  re- 
duce them  altogether;  how  to  cope  with  the  problem  of  Germany. 
There  is  no  doubt  that  there  has  been  a  revolution,  a  geopolitical 
revolution,  in  Central  Europe  with  the  unification  of  Grermany.  It 
is  the  most  powerful  state  in  Europe  and  we  must  recognize  it.  I 
think  the  Germans  are  having  some  trouble  coping  with  it  them- 
selves but  it  is  a  new  element  that  we  have  not  nad  to  face  for 
some  time. 

Finally,  there  is  the  revival  of  nationalism  throughout  Europe-^ 
and  not  just  in  Europe.  It  takes  the  form  of  protectionism  and  it 
takes  the  form  of  ethnic  conflict.  I  think  we  have  to  recognize  that 
nationalism  has  been  liberated,  so  to  speak,  by  the  end  of  the  cold 
war.  How  to  deal  with  European  nationalism  or  nationalism 
throughout  the  world  is  one  of  the  major  problems  for  American 
foreign  policy. 

So  after  30  or  40  years  we  have  to  recognize  that  Europe  has 
turned  out  to  be  less  than  we  had  hoped  for,  certainly  less  than 
Jean  Monet  and  DeGasperi  and  Adenauer  and  even  deGauUe  had 
hoped  for.  The  end  of  the  cold  war  raises  the  question  whether  the 
continuation  of  Western  Europe  and  the  integration  of  Western  Eu- 
rope as  a  separate  entity  is  advisable  any  longer. 

COUNTRIES  OF  EASTERN  EUROPE  NEED  MORE  HELP 

In  my  view,  the  principal  danger  in  Europe,  leaving  aside  for  the 
moment  Bosnia,  the  principal  danger  is  that  Eastern  Europe  will 
be  cut  adrift  and  will  become  a  no  man's  land  between  Germany 
and  Russia  without  much  attention  being  paid  to  it,  fragile  democ- 
racies without  American  assistance,  with  some  European  assist- 
ance as  has  been  mentioned  but  not  very  much  money.  Many  of 
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these  countries  have  maior  ethnic  problems;  minorities  in  several 
of  the  countries  are  a  problem  because  of  nationalism.  There  is  also 
the  possibilitv  that  some  of  these  countries  will  simply  over  the 
years  break  down. 

Western  Europe  ought  to  be  encouraged,  and  encouraged  by  the 
United  States,  to  do  something  more  vigorous  in  terms  of  bringing 
Eastern  Europe  into  some  kind  of  pan-European  organization  and 
doing  so  earlier.  Waiting  until  the  year  2000  is  simply  not  a  good 
idea.  I  think  the  United  States  should  take  a  role  in  that. 

In  my  view,  there  probably  is  a  need  for  some  kind  of  new  insti- 
tution. Multiplying  institutions  is  probably  not  a  good  idea,  espe- 
cially when  we  have  some  rather  strong  ones  in  NATO  and  tne  EC, 
but  there  is  no  institution  that  really  is  addressed  to  the  new  situa- 
tion in  Europe,  that  is,  East  and  West  coming  together. 

The  question  in  my  mind  would  be  whether  such  an  institution 
should  also  embrace  Byelorussia,  Ukraine  and  the  Baltic  republics. 
Perhaps  we  could  even  go  back  to  the  Gaullist  view,  Atlantic  to  the 
Urals. 

ENCOURAGING  POLITICAL  DEMOCRACY  IN  RUSSIA 

The  most  important  problem  for  the  U.S.  policy  in  Europe  is  the 
future  of  Russia,  This  is  a  country  in  great  turmoil,  there  is  no  real 
historical  precedent,  at  least  not  in  the  last  1,000  vears,  for  the 
breakup  of  the  Russian  empire.  It  reverses  a  trend  that  started 
under  Peter  if  not  earlier.  How  do  you  deal  with  a  major  empire 
that  is  in  the  process  of  collapse? 

In  this  country,  there  is  a  tendency  to  see  it  in  a  very  bureau- 
cratic, narrow  way:  how  much  money  should  we  appropriate  this 
year  for  Yeltsin? 

That  is  an  issue  that  the  Congress  has  to  be  seized  of  and,  of 
course,  the  President  but  it  is  not  the  only  issue.  I  think  we  should 
recognize  that  a  somewhat  broader  philosophical  approach  might 
serve  us  better.  We  should  not  be  too  preoccupied  with  whether 
Yeltsin  survives  or  not.  Yeltsin  is  bound  to  be  a  transitional  figure 
in  Russian  history.  His  day  was  heroic.  What  he  did  for  his  coimtry 
was  heroic  and  we  owe  him  a  great  debt.  But  I  think  his  time  prob- 
ably has  passed.  Who  will  take  his  place  I  do  not  know  and  I  am 
not  so  sure  it  is  important. 

What  is  important,  I  believe,  is  that  we  should  encourage  in 
every  way,  whether  it  is  with  money  or  not,  the  development  of  a 
political  democracy  in  the  Soviet  Union.  Without  a  political  democ- 
racy, Russia,  the  former  Soviet  Union,  will  drift  back  to  where  it 
has  been  over  the  last  1,000  years,  to  an  authoritarian  regime.  In 
fact,  if  you  had  to  bet,  you  would  say  that  historically  that  outcome 
is  the  most  likely. 

That  is  not  necessarily  bad  for  the  United  States,  but  it  might 
be  bad  news  for  some  of  Russia's  neighbors,  the  Ukraine  and  so 
forth. 

What  I  see  as  the  issue  is  how  to  encourage  democracy  and  to 
build  democratic  institutions.  I  think  Yeltsin's  great  failure  has 
been  that  he  has  not  built  a  political  party  of  his  own  that  could 
compete  in  the  political  arena.  He  is  really  a  man  almost  by  him- 
self with  a  small  circle  of  advisors.  Now  he  has  to  resort  to  some 
rather  dangerous  possibilities.  I  think  referendum  and  plebiscites 
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are  not  a  good  way  to  run  a  democracy.  And  if  he  dissolves  the  par- 
liament, this  raises  a  very  serious  question  for  this  country. 

I  have  heard  American  senators  say,  well,  this  might  be  all  right 
if  we  have  elections  down  the  road.  Of  course,  this  is  the  first  step 
to  establishing  an  authoritarian  government.  It  is  an  agony  for  us 
and  it  certainly  is  probably  an  agony  for  many  of  his  people,  should 
he  do  this.  It  may  be  better  than  the  Communist  dominated  par- 
liament but  if  he  does  it  we  have  to  think  very  seriously  if  we  want 
to  send  billions  of  dollars  to  that  country  or  whether  to  encourage 
the  Europeans  to  do  so. 

ENCOURAGING  GREATER  EUROPEAN  ROLE  IN  FORMER  YUGOSLAVIA 

Let  me  just  say  about  Bosnia  there  is  no  doubt  this  is  the  issue. 
It  is  a  burning  issue,  and  it  is  an  agonizing  issue,  and  I  must  say 
I  myself  am  somewhat  torn  between  humanity  and  the  geopolitics. 
I  think,  though,  the  iron  rule  should  be  that  the  United  States 
should  not  put  militaiy  forces  into  Bosnia.  I  see  no  possibility  that 
those  forces  could  go  m  without  having  to  fight,  even  as  so-called 
peacekeepers,  unless  the  agreement  that  is  worked  out  along  the 
lines  of  Vance-Owen  is  a  really  air-tight  agreement.  I  think  the 
chances  of  that  happening  are  almost  nil.  I  do  believe  there  will  be 
an  agreement.  I  think  the  war  is  coming  to  an  end  and  we  perhaps 
should  recognize  that  this  may  be  the  last  Serbian  campaign.  Al- 
though that  could  turn  out  to  be  wrong,  I  do  not  think  the  war  is 
going  to  spread  to  Kosovo  and  Macedonia. 

I  believe  this  is  a  European  crisis  and  I  am  very  disappointed 
with  the  European  behavior  in  this  crisis.  We  Americans  cannot  be 
more  European  than  the  Europeans.  This  is  their  problem.  They 
have  lived  with  this  problem,  Balkan  wars  and  disintegration  of 
empires,  for  a  long  time  and  previous  generations  have  tried  to 
deal  with  it,  sometimes  successfully  and  sometimes  not  so  success- 
fully. 

The  United  States  therefore  should  encourage  the  Europeans  to 
be  seized  of  this  problem  and  in  doing  so  I  think  we  should  try  to 
establish  a  broader  principle  which  is  that  many  of  these  European 
problems  have  to  be  dealt  with  by  the  Europeans.  The  United 
States  cannot  take  up  the  problem  of  Yugoslavia,  of  the  Czechs  and 
the  Slovaks,  of  the  Polish  economy,  of  the  Hungarian  minority,  of 
the  Rumanian  regime,  et  cetera,  et  cetera.  I  think  it  is  time  to  let 
Europe  be  Europe  and  in  doing  so  I  think  maybe  we  can  help  the 
Europeans. 

UNHEALTHY  CONSEQUENCES  OF  U.S.  DOMINATION  OF  WESTERN 

ALLIANCE 

Looking  back  over  the  past  40  years,  I  think  American  domina- 
tion of  Western  Europe  and  domination  of  NATO  probably  has 
been  unhealthy  even  though  it  has  led  to  the  most  successful  con- 
clusion you  could  have  wanted  in  the  cold  war.  The  Europeans 
have  become  quite  dependent  upon  the  United  States  psycho- 
logically. European  leaders  of  this  generation,  I  think,  are  far  less 
capable  than  tneir  predecessors.  If  you  think  back  to  the  post-war 
period,  Churchill  and  Attlee  and  so  forth,  and  compare  then  with 
the  present  set  of  leaders  there  has  been  a  decline  in  Europe  and 
perhaps  we  are  partly  responsible  for  it. 
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To  continue  this  tutelage  of  Western  Europe  is  probably  not  in 
our  interest.  It  was  evident  in  Bosnia  that  they  would  not  act  with- 
out us;  they  would  not  act  without  us  even  in  Somalia,  a  country 
that  the  Italians  and  the  British  know  far  better  than  we  do.  They 
were  unwilling  to  do  anything  until  President  Bush  decided  to  put 
in  American  combat  troops.  This  is  not  a  healthy  situation,  and 
this  is  the  kind  of  thing  that  we  would  be  well  advised  as  a  country 
to  examine.  What  are  those  vital  interests  that  we  are  willing  to 
fight  for,  that  we  are  willing  to  spend  our  money,  our  treasure,  and 
ask  for  the  commitment  of  the  American  people?  What  are  those 
issues  that  might  be  better  left  to  others? 

Thank  you,  Mr.  Chairman. 

Mr.  Lantos.  Thank  you  very  much,  Mr.  Hyland. 

Mr.  Hormats. 

ROBERT  HORMATS,  VICE  CHAIRMAN,  GOLDMAN  SACHS 

INTERNATIONAL 

Mr.  Hormats.  Thank  you,  Mr.  Chairman. 

I  would  like  to  address  the  economic  aspects  of  the  U.S. -Euro- 
pean relationship  in  the  1990's  and  focus  on  a  couple  of  key  points 
in  this  transitional  period. 

SEA  CHANGES  FACING  WESTERN  EUROPE 

We  have  an  opportunity  to  rethink  our  foreign  policy  and  rethink 
it  in  a  creative  way.  I  would  like  to  just  offer  a  few  suggestions  that 
pertain  to  the  European  continent  but  they  might  also  have  a 
broader  international  sweep  as  we  go  along. 

First,  I  think  one  could  go  back  a  few  years  and  have  felt  a  sense 
of  confidence  about  the  directions  in  which  Western  Europe  was 
moving.  The  centripetal  forces  of  increasing  integration  and  unity 
were  evident;  there  was  a  sense  of  self-confidence  about  Western 
Europe's  future,  a  sense  that  Western  Europe  would  be  the  model 
for  nations  that  were  undergoing  reform  to  the  East. 

On  the  Eastern  side,  there  were  centrifugal  forces  of  disintegra- 
tion and  disunity.  The  Soviet  empire  was  falling  apart,  nationalism 
was  on  the  rise  and  economic  difficulties  were  obviously  a  major 
troublesome  issue  for  most  of  the  region. 

What  has  happened  more  recently  is  that  Western  Europe  has 
seen  its  economy  suffer  fi-om  stagnation  and  in  some  countries  re- 
cession. The  momentum  toward  unity  that  Shirley  Williams  has  de- 
scribed has  been  lost  or  at  least  slowed  down  substantially.  The  vi- 
sions that  some  of  the  leaders  had  a  few  years  ago  of  a  monetary 
union,  common  foreign  policy,  political  union,  do  not  seem  to  be 
materializing  at  the  same  pace  that  was  contemplated. 

In  addition,  Western  Europe  faces  four  sea  changes.  One  is  the 
collapse  of  the  Soviet  Union  and  the  dissolution  of  the  Soviet  em- 
pire with  all  the  economic  and  nationalist  impulses  that  have  re- 
sulted from  that. 

Second  is  the  unification  of  Germany  and  the  attendant  financial 
costs  which  have  been,  of  course,  quite  substantial. 

Third,  down  the  road,  is  the  imminent  reduction  of  American 
troop  presence  in  Europe  and,  the  point  Bill  Hyland  has  made,  the 
psychological  adjustment  that  the  Europeans  are  going  to  have  to 
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undergo  as  America's  interest  and  role  in  Western  Europe  dimin- 
ishes at  least  from  what  it  was  at  the  height  of  the  cold  war  period. 
And,  finally,  the  existence  of  a  full  scale  war,  coupled  with  star- 
vation, concentration  camps,  ethnic  genocide  in  Eastern  Europe,  a 
1-hour  plane  ride  from  Western  Europe,  most  Western  European 
capitals,  with  Western  Europe,  as  Bill  said,  being  completely  un- 
able to  do  anything  about  it.  It  has  caused  a  sense  of  psychological, 
political  and  moral  frustration.  It  is  hard  to  imagine  that  we  nave 
not  learned  more  than  we  have  from  the  experience  of  World  War 
II,  that  this  has  been  allowed  to  go  on  with  so  little  moral  con- 
demnation £ind  so  little  in  the  way  of  firm  action  from  the  West  to 
stop  the  killings.  It  is  something  that  I  think  historians  will  judge 
us  in  this  generation,  Europe  and  the  United  States,  very  badly 
with  respect  to  our  performance  in  this  area. 

U.S.  RESPONSE  TO  A  CHANGmG  EUROPE 

Now,  the  question  is  how  should  the  United  States  relate  to 
these  changes  in  Europe? 

It  strikes  me  that  the  preeminent  goal  of  American  policy  in  Eu- 
rope in  the  1990's  should  be  to  ensure  an  orderly  adjustment  to  the 
post-cold  war  era.  That  is,  an  adjustment  that  fosters  sustained 
peace  and  stability  on  the  continent,  east  and  west,  strengthens 
prospects  for  democracy  that  Shirley  has  described  so  well,  and  bol- 
sters prosperity  and  free  markets.  All  these  things  are  formidable 
tasks  but  they  are  all  very  much  interrelated. 

At  stake  in  the  current  turmoil  in  Moscow  is  not  just  who  will 
rule  Russia  but  what  kind  of  country  Russia  will  be. 

Will  it  cooperate  with  the  West  in  such  regions  as  the  Middle 
East  and  on  arms  control  and  nuclear  proliferation? 

Will  it  embark  on  a  nationalistic  course  harmful  to  its  Eastern 
and  Western  European  neighbors  and  the  global  stability? 

Will  it  fragment  into  seething  and  fractious  ethnic  groups  aveng- 
ing themselves  on  one  another,  some  of  which  will  have  enormous 
amounts  of  arms,  in  some  cases  nuclear  arms? 

Will  its  economy  collapse  into  hyperinflation,  a  late  20th  century 
version  of  the  Weimar  Republic,  with  all  the  risks  that  entails? 

And  how  fast  and  in  what  ways  will  economic  and  democratic  re- 
forms take  place? 

It  is  an  epic  struggle  and  the  implications  are  enormous,  not  only 
for  Europe  and  the  Atlantic  Alliance  but  also  for  American  defense 
spending  and  for  our  domestic  economy.  We  have  pretty  much  as- 
sumed tnat  we  could  put  the  peace  dividend  in  our  pockets  and 
move  on.  If  proliferation  increases,  nationalism  increases  and  Rus- 
sia takes  a  more  nationalistic  and  less  helpful  course,  then  we  are 
going  to  have  to  rethink  to  a  degree,  and  the  Europeans  as  well, 
some  of  the  planned  reductions  in  defense — which,  of  course,  has 
profound  economic  implications. 

What  should  we  be  doing  about  it? 

A  key  point  that  Shirley  made  earlier,  and  I  want  to  underline, 
is  that  the  United  States  and  Europe  have  to  work  on  this  to- 
gether. Cooperation  between  the  two  with  respect  to  foreign  assist- 
ance ranges  from  poor  to  nonexistent.  Western  countries  use  export 
credits  to  promote  their  own  exports.  They  compete  for  the  same 
goods.  They  try  to  outdo  one  another.  One  of  the  conversations  I 
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had  with  former  Acting  Prime  Minister  Gaidar  just  2  days  before 
he  was  ousted  in  the  last  meeting  of  the  Congress  of  People's  Depu- 
ties indicated  that  the  prevailing  view  in  Russia  was  that  Western 
aid  was  designed  more  to  produce  jobs  in  the  West  than  it  was  to 
strengthen  the  economy  of  Russia. 

NEED  TO  COORDINATE  WESTERN  AID  TO  RUSSIA 

Advisors  deluge  these  people  with  ideas,  with  proposals.  No  at- 
tempt by  the  West  to  sort  them  out,  to  figure  out  who  could  do 
what  best.  It  has  been  a  pitifully  sad  show.  The  will  has  been 
there.  I  think  the  best  of  will  has  been  there,  but  a  very  poor  per- 
formance with  respect  to  coordination.  And  one  of  the  points  I 
would  like  to  leave  the  committee  with  is  the  notion  that,  as  we 
had  with  respect  to  the  reconstruction  of  Europe  after  World  War 
I  and  World  War  II,  there  were  instruments  designed  to  ensure 
that  aid  was  properly  coordinated;  and  a  single  individual — after 
World  War  I  it  was  Herbert  Hoover,  after  World  War  II,  Governor 
Lehman  of  New  York — a  single  prestigious  individual  was  assigned 
to  help  coordinate  this.  And  we  need  a  working  group  of  senior  offi- 
cials from  the  finance  ministries  and  trade  ministries,  as  well  as 
the  aid  ministries  of  the  Group  of  Seven,  in  particular  at  a  senior 
level,  to  form  a  high  level,  ongoing  working  group.  And  we  need  co- 
operation at  embassy  level  in  Moscow.  So  the  coordination  is  par- 
ticularly urgent. 

HUMANITARIAN  ASSISTANCE  FUND 

Also  with  respect  to  assistance  to  Russia,  humanitarian  assist- 
ance has  been  provided.  More  of  it  is  going  to  be  needed.  And  prob- 
ably we  are  going  to  have  to  set  up  some  sort  of  international  fund, 
probably  under  the  World  Bank,  for  humanitarian  assistance,  that 
will  g^ve  encouragement  to  the  reformers  that  if  there  is  unemploy- 
ment, which  there  inevitably  will  be  if  they  close  these  defense 
plants  and  other  inefficient  plants,  that  there  will  be  a  social  safety 
net  to  help  out  during  this  transitional  period — not  a  permanent 
one  but  at  least  a  transitional  one.  That  makes  a  lot  of  sense.  It 
might  be  hard  to  justify  in  the  West  when  we  have  our  own  high 
levels  of  unemployment,  but  I  think  it  helps  as  a  transitional  de- 
vice. 

RUSSIAN  ENTERPRISE  FUND 

Second,  it  does  strike  me  that  it  would  be  very  useful  to  create 
a  Russian  Enterprise  Fund  to  provide  equity  or  loans  to  private  en- 
terprises that  are  beginning  to  develop  in  Russia.  The  really  bright 
spot  of  the  Russian  economy  in  an  otherwise  very  bleak  picture  is 
that  the  privatization  process  has  in  fact  moved  ahead.  They  have 
managed  their  monetary  policy  quite  poorly,  fiscal  policy  is  in 
shambles  because  of  huge  subsidies,  but  privatization  has  pro- 
ceeded, particularly  with  respect  to  small-  and  medium-sized  com- 
panies, but  even  some  larger  companies.  There  actually  are  private 
entrepreneurs  who  could  benefit  from  infusions  of  equity  from  the 
West  as  has  been  done  with  respect  to  Hungary,  Poland  and  the 
Czech  Republic  and  the  Slovak  Republic — all  of  which  have  enter- 
prise funds. 
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RESCHEDULING  RUSSIAN  DEBT 


The  rescheduling  of  Russian  debt  is  particularly  important.  Rus- 
sia is  not  a  poor  country,  but  for  the  moment  it  is  unlikely  they 
are  going  to  pay  the  West  as  much  as  the  West  wants  them  to 
repay  and  therefore  reasonable  rescheduling  is  important,  because 
it  does  allow  the  food  credits  and  other  export  credits  to  go  forward. 

SUPPORTING  REFORM  AT  REGIONAL  LEVEL 

The  grassroots  aspect  of  lending  to  Russia,  or  support  for  Russia, 
is  something  that  I  want  to  emphasize.  The  ministries  in  Moscow 
and  Yeltsin  himself,  much  as  we  may  support  his  objectives,  do  not 
have  great  influence  in  many  regions  of  the  country.  In  some  cases, 
they  have  virtually  no  influence  in  certain  regions,  the  various  con- 
stituent republics  and  oblasts  in  the  far  flung  parts  of  Russia.  And 
some  of  these  republics,  many  of  these  areas,  have  proceeded  much 
more  rapidly  to  reform.  Others  have  not  proceeded  with  reforms  at 
all.  There  are  some  areas,  Nizhny-Novgorod,  the  Volga  region, 
Sakhalin  Island,  St.  Petersburg,  where  there  are  real  reformists 
and  they  are  doing  major  reform  efforts.  Other  areas  have  not  at 
all.  And  therefore  the  targeting  of  western  support  should  be  re- 
gional. 

Now,  I  say  this  but  I  also  want  to  underscore  that  there  is  a  risk. 
Unlike  the  Western  encouragement  in  some  cases,  support  in  other 
cases,  for  the  dissolution  of  the  Soviet  Union,  I  think  the  dissolu- 
tion of  Russia  would  not  be  useful  and  helpful  from  the  point  of 
view  of  the  West. 

If  Russia  disintegrates  into  competing  nationalistic  ^oups.  it 
would  be  a  very,  very  chaotic  situation.  So  that  in  providing  aid  to 
the  various  regions  of  the  country  that  are  more  progressive,  it 
should  be  made  very  clear  that  the  goal  of  western  assistance  is  not 
the  dismemberment  of  Russia  itself  out  the  enhancement  of  its  eco- 
nomic prospects  as  a  unified  country  by  assisting  the  reforming 
areas  and  making  them  models  for  other  areas,  and  demonstrating 
that  reform  does  have  its  rewards. 

POLITICAL  NATURE  OF  RUSSIAN  POWER  STRUGGLE 

I  just  want  to  make  one  other  point  with  respect  to  Russia.  This 
is  tne  notion  that  somehow  this  is  a  struggle  between  real  reform- 
ers and  nonreformers.  It  is  a  much  more  complicated  picture  than 
that. 

Economic  assistance  can  play  a  major  role,  but  we  should  also  re- 
alize that  a  large  portion  of  the  struggle  is  political.  It  is  the  center 
versus  the  periphery.  A  lot  of  regions,  a  lot  of  enterprises  want 
more  power  vis-a-vis  the  center,  vis-a-vis  Moscow. 

Second,  it  is  the  President  versus  the  Congress,  not  in  the  sort 
of  civilized  debate  we  normally  have  here  between  the  two  ends  of 
Pennsylvania  Avenue.  But  the  Congress  and  Members  of  the  Con- 
gress, particularly  the  president  of  the  Supreme  Soviet, 
Khasbulatov,  these  are  people  who  want  more  power  in  their  own 
right.  A  very  large  part  of  this  debate  is  that  they  want  to  wrest 
power  to  the  extent  they  possibly  can  from  the  President.  Whether 
the  President  is  Yeltsin  or  someone  else,  they  want  to  increase 
their  power. 
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And  what  they  are  going  to  do  with  it  is  hard  to  know.  They  are 
very  divided,  many  of  them  are  former  Communists,  many  of  them 
are  "feudal  barons"  who  have  great  control  over  the  regions  of  the 
country  that  they  represent.  So  the  ability  to  come  up  with  a  con- 
sistent economic  policy  or  any  other  policy,  I  think,  is  very  suspect 
if  the  Congress  does  gain  more  power  or  gain  the  upper  hand 
against  the  President. 

And  these,  of  course,  are  key  issues:  the  fast  reformers  versus 
the  slow  reformers  versus  the  nonreformers. 

And  then  there  is  another  debate  over  seeing  Russia  as  a  cooper- 
ative member  of  the  global  community  or  as  a  more  nationalistic 
player;  and  there  are  those  in  Russia  who  want  to  assert  Russia's 
interests  to  defend  their  ethnic  nationals  in  Ukraine  and  other 
parts  of  the  area.  That,  of  course,  has  major  implications.  So  we 
have  to  look  at  all  these  things. 

Economics  can  play  a  role  but  we  should  not  kid  ourselves  into 
thinking  it  is  the  only  issue.  There  are  a  lot  of  other  very  com- 
plicated, very  deep  seated  issues. 

With  respect  to  economic  assistance,  let  me  just  make  three  very 
quick  points. 

NUCLEAR  COOPERATION 

Nuclear  cooperation  is  very  important.  I  have  identified  areas  in 
my  testimony  where  we  can  do  this.  There  has  been  legislation  by 
this  Congress  to  appropriate  money  to  help  the  Russians  deactivate 
their  nuclear  weapons.  A  massive  effort,  primarilv  by  the  Euro- 
peans and  by  the  United  States,  is  needed  for  nuclear  safety.  Nu- 
clear proliferation  is  going  to  be  a  nightmare  in  the  1990's  unless 
we  can  deal  with  it  better  than  we  have  in  the  past. 

Working  with  the  Russian  military  is  going  to  be  very  important. 
One  way  of  doing  this  is  to  finance  housing  for  returning  military 

fieople  coming  from  Eastern  Europe.  The  Germans  have  taken  the 
ead  in  this.  We  can  be  helpful.  It  is  primarily  a  German  enter- 
prise, but  something  the  United  States  can  be  useful  in. 

ACCELERATING  EC  MEMBERSHIP  FOR  EASTERN  EUROPE 

Eastern  Europe — just  one  quick  point.  The  point  was  made  we 
should  not  neglect  Eastern  Europe.  I  just  want  to  underscore  that. 
There  is  a  great  danger  that  with  all  of  our  attention  to  Russia  we 
will  marginalize  Eastern  Europe.  The  United  States  ought  to  take 
the  view,  as  we  did  at  the  founding  of  the  European  Community, 
that  we  positively  and  actively  support  European  unity.  The  United 
States  ought  to  be  firmly  on  record  that  it  supports  an  accelerated 
timetable  for  the  membership  of  Poland,  Hungary,  the  Czech  Re- 
public and  perhaps  the  Slovak  Republic  in  the  European  Commu- 
nity. I  think  for  a  variety  of  reasons  it  is  extremely  helpful  to  these 
countries  that  the  EC  be  a  force  for  stability  in  the  region,  particu- 
larly if  Russia  deteriorates.  Their  membership  would  solidify  the 
network  of  institutional  linkages  that  bind  Germany  to  Western 
Europe  and  enable  Germany  policy  to  the  East  to  be  carried  out  in 
an  EC  context.  It  will  harness  the  prospects  of  future  growth  in 
Eastern  Europe  to  the  overall  benefits  of  the  European  Commu- 
nity. It  seems  to  me  we  ought  to  be  firmly  onboard  there,  it  is  in 
our  interests. 
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RESOLVING  U.S./EC  TRADE  FRICTIONS 

The  last  point  is  that  there  are  going  to  be  a  lot  of  trade  frictions 
between  the  United  States  and  Europe  over  the  next  couple  of 
years.  The  hope  is  that  these  can  be  resolved  quickly  so  we  can  get 
on  with  the  Uruguay  round  of  trade  negotiations.  It  is  critical  for 
the  global  trading  system  and  certainly  critical  to  providing  a 
framework  for  resolving  many  U.S. -European  differences.  We  need 
fast  track  authority,  negotiating  authority,  to  be  passed  quickly  by 
the  Congress  once  the  President  submits  it,  as  I  hope  he  will  do 
relatively  quickly. 

And  one  way  we  can  be  helpful  to  the  Europeans,  to  improve  the 
trade  environment,  is  if  once  again  the  franc  comes  under  attack 
and  the  Europeans  attempt  to  defend  that  currency  to  continue  the 
exchange  rate  mechanism  band  between  the  franc  and  the 
deutschmark,  the  United  States  should  assist  the  Europeans  in 
that  effort.  If  the  franc  and  the  deutschmark  separate,  not  only 
would  there  be  serious  financial  implications  but  the  political  im- 
plications and  the  ability  to  restore  the  centerpiece  of  European 
monetary  cooperation  would  be  badly  undermined. 

These  are  just  a  few  items  that  I  think  we  ought  to  address.  I 
just  would  leave  the  committee  with  the  last  point  that  this  a  mo- 
ment of  profound  change  in  the  world,  in  America's  attitude  toward 
the  world  and  indeed  in  global  conditions.  We  have  to  begin  think- 
ing in  a  fresher  way  and,  as  Bill  says,  work  from  the  bottom  up. 
This  is  a  great  opportunity  for  this  committee  and  indeed  for  the 
Congress  to  play  a  key  role.  There  were  Fulbright  Hearings,  I 
guess  it  was  30  years  ago  or  so  ago,  where  we  took  a  look  at  the 
world  in  a  very  comprehensive  way  and  it  does  strike  me  that  this 
is  an  enormous  opportunity  to  do  so  again  and  chart  a  course  for 
this  country  in  the  next  century. 

Thank  you. 

[The  prepared  statement  of  Mr.  Hormats  appears  at  the  conclu- 
sion of  the  hearings.] 

VISITING  GROUP  OF  WEST  EUliOPEAN  DEFENSE  EXPERTS 

Chairman  Hamilton.  Thank  you  very  much,  Mr.  Hormats. 

I  recognize  Mr.  Oilman  to  introduce  some  distinguished  guests. 

Mr.  Oilman.  Thank  you,  Mr.  Chairman.  We  are  pleased  to  have 
with  us  today  a  distinguished  group  of  experts  on  defense  who  are 
visiting  the  States  to  open  the  door  on  COCOM  and  to  look  at 
trade.  They  are  here  with  Mr.  Soskin  of  the  Office  of  the  Secretary 
of  Defense  on  Defense  Technology  Security  Administration  and  Mr. 
John  Lukey  of  the  U.S.  Air  Force  who  is  also  working  with  them. 

Among  the  delegates  who  are  seated  in  the  front  row  are  Colonel 
Vincent  Nardonnes,  French  air  attache  to  Oreece;  Colonel  Michael 
DeParis,  Secretary  Oeneral  of  STEM,  which  is  the  Security  and 
Technology  Expert  Meetings;  French  Ministry  of  Defense  represent- 
atives Pierre  Fiole,  Denue  Dominque  and  Patricia  Simone;  and 
from  Italy,  Colonel  Mario  Cetari  of  the  Italian  Engineer  Corps, 
Chairman  of  the  Mobility  Technology  Oroup;  and  U.K.  representa- 
tives Mr.  Trevor  McKinley,  technical  advisor  to  the  Ministry  of  De- 
fense, and  Dr.  Chris  Burton,  Ministry  of  Defense.   We  welcome 
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them  and  I  am  sure  that  they  look  forward  to  hearing  the  testi- 
mony of  our  good  experts. 

And,  Mr.  Chairman,  I  want  to  commend  you  for  holding  this  ad- 
ditional hearing  in  our  series  of  hearings  on  examining^  issues  of 
vital  importance  to  our  U.S.  foreign  policy.  I  believe  this  is  the  11th 
in  the  series. 

As  developments  in  the  post-cold  war  era  unfold,  it  is  clear  the 
principles  and  tenets  which  have  guided  our  policy  toward  Europe 
for  the  nearly  50  years  since  the  end  of  the  second  World  War  now 
need  to  be  reexamined  just  as  we  have  to  reexamine  once  again  our 
position  with  regard  to  Mr.  Yeltsin's  position  in  the  new  Russian 
Republic. 

I  join  you  in  welcoming  our  distinguished  panelists  and  look  for- 
ward to  hearing  their  views  and  request  that  my  full  statement  be 
included  in  the  record. 

Chairman  Hamilton.  Without  objection,  it  is  so  ordered. 

[The  prepared  statement  of  Mr.  Oilman  appears  at  the  conclu- 
sion of  the  hearings.] 

Let  me  add  my  voice  of  welcome  to  our  distinguished  visitors.  We 
are  very  pleased  to  have  them  here.  And  to  our  panelists,  we  are 
delighted  to  have  you. 

Now,  what  I  would  like  to  do  is  set  out  the  issues  that  I  want 
you  to  comment  on  to  the  extent  that  you  want  to,  and  then  we 
are  going  to  open  it  up  for,  I  hope,  a  kind  of  free-wheeling  discus- 
sion. 

You  probably  have  commented  on  these  to  some  extent  already 
and  to  the  extent  that  you  have,  then  just  let  it  go.  But  these  are 
three  things  that  come  to  my  mind  as  I  think  about  Europe  today 
that  are  very  important. 

THE  FUTURE  OF  NATO 

The  first  one  is  NATO.  How  can  NATO  be  transformed  into  an 
organization  which  can  meet  the  challenges  that  confront  it? 

We  have  been  very  disappointed  with  what  has  happened  in 
Yugoslavia,  and  many  have  said  that  NATO  should  have  played  a 
more  active  role  in  resolving  the  conflict.  Clearly,  NATO's  relation- 
ship with  Central  and  Eastern  Europe  has  to  oe  looked  at,  and  I 
would  like  to  hear  your  conception  of  how  you  see  NATO  develop- 
ing in  the  next  few  years. 

POLICY  EVIPLICATIONS  OF  A  CHANGING  EUROPE 

The  second  question  I  want  to  throw  out  relates  to  Europe  in 
general.  A  year  or  two  ago  Chancellor  Kohl  was  telling  us  that  the 
1990's  would  be  the  decade  of  Europe  and  speaking  with  great  con- 
fidence and  assurance  about  Europe's  leadership  in  the  post-cold 
war  world.  Mr.  Hyland  has  testified,  however,  about  how  Europe 
has  turned  out  to  be  less  than  we  had  hoped  for. 

What  are  we  to  make  of  Europe?  An  article  appeared  in  the  press 
the  other  day  about  a  weary  Europe,  splintered  by  public  uneasi- 
ness, experiencing  the  most  serious  loss  of  self-confidence  in  10 
years'  time. 

What  are  the  implications  of  Europe's  mood  today  for  the  United 
States?  President  Delors  is  here  this  afternoon.  What  should  we 
talk  to  him  about?  What  should  we  try  to  find  out  from  him  about 
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Europe?  My  principal  interest  here  is  what  the  implications  are  for 
the  United  States  of  what  is  happening  in  Europe  today. 

U.S.  POLICY  TOWARD  RUSSIA 

The  third  area  is  the  one  Bob  Hormats  was  talking  about  a  mo- 
ment ago,  and  that  is  aid  to  Russia  and  what  is  happening  in  Rus- 
sia. President  Clinton  is  going  to  sit  down  with  President  Yeltsin 
in  Vancouver  on  April  3-4.  Suppose  for  a  minute  each  one  of  you 
have  written  memoranda  to  the  President  on  many  occasions.  What 
would  you  write  to  President  Clinton  right  now  in  view  of  the 
meeting  with  President  Yeltsin? 

Let  us  take  it  from  there.  Who  wants  to  start? 

MAASTRICHT  OUT  AHEAD  OF  PUBLIC  OPINION 

Mrs.  Williams.  Well,  I  will  start  since  I  started  before.  Let  me 
say  something  about  each  of  those  very  quickly.  Congressman 
Hamilton.  They  are  not  easy  questions  to  answer.  Can  I  take  them 
in  a  different  order? 

Let  me  take  the  second  one  first. 

I  do  not  myself  believe  that  the  present  mood  of  loss  of  con- 
fidence in  Western  Europe  should  be  exaggerated.  There  is  not  any 
doubt  that  the  Maastricht  Treaty  was  a  setback  because  it  went 
ahead  of  public  opinion  and  the  fault  there  lay,  I  think,  to  a  g^eat 
extent  with  the  political  leaders  of  the  Community  who  had  taken 
their  public  opinion  for  granted.  You  should  never  do  that,  as  every 
good  representative  knows,  and  they  did  and  they  made  a  mistake. 
My  view  is  that  the  outcry  by  European  public  opinion,  about  not 
being  consulted,  about  being  taken  for  granted,  was  a  healthy 
thing.  It  is  not  surprising  to  me  that  Denmark,  which  is  one  of  the 
most  open  democracies  in  Europe,  should  have  been  the  place  that 
said  thus  far  and  no  further. 

I  think  we  are  going  to  go  back  to  the  drawing  board,  I  think  we 
will  come  up  with  a  solution.  I  do  not  think  it  is  worth  an  awful 
lot  of  the  committee's  time  worrying  about  it. 

CONSEQUENCES  OF  POTENTIAL  RUSSIAN  REFUGEE  EXPLOSION 

What  worries  me  much  more  than  that  is  that  I  think  that  if  we 
see  the  breakdown  in  Russia  to  which  both  Bill  Hyland  and  Bob 
Hormats  have  referred,  one  of  the  things  that  could  flow  from  that 
would  be  an  absolutely  uncontrollable  movement  of  population.  It 
is  significant  that  both  Poland  and  Hungary  have  redeployed  their 
troops  to  their  eastern  borders.  They  both  fear  the  possibility  of 
large  numbers  of  refugees  and  I  am  talking  about  hundreds  of 
thousands  coming  out  of  a  breaking  down  in  Russia  or  the  CIS. 

We  have  already  seen  how  severely  German  politics  was  shaken 
by  the  arrival  of  500,000  refugees  in  the  last  year  mainly  from 
Yugoslavia  but  also  from  other  places.  We  saw  for  a  brief  while  the 
rise  of  extremist  groups  of  a  nationalist  kind,  though  I  give  great 
credit  to  Germany  because  there  have  been  demonstrations  of  lit- 
erally millions  of  civilians  against  racism,  decrying  it,  and  saying 
that  they  will  support  any  efforts  the  government  makes  against 
it. 
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But  I  cannot  state  too  strongly,  Congressman  Hamilton,  and  to 
your  colleagues  too,  the  extreme  dangers  to  even  the  most  settled 
parts  of  Europe  of  a  real  breakdown  of  Russia  or  the  CIS  countries. 
Already  we  are  seeing  something  close  to  civil  war  in  Georgia, 
something  close  to  civil  war  in  Nagorno-Karabach,  It  is  really  not 
long  off. 

NEED  FOR  LONG-TERM  TECHNICAL  ASSISTANCE  FOR  RUSSIA    . 

Now,  that  brings  me  to  your  third  question  and  I  will  then  go 
back  to  your  first  one. 

Your  third  question  was  what  would  one  put  in  a  memo.  I  would 
out  in  a  memo  something  very  like  what  Bob  Hormats  said  in  the 
ast  part  of  his  evidence  but  I  would  add  a  parallel  piece  to  it.  Bob 
las  spoken  about  a  number  of  economic  steps  that  could  be  taken, 
including  the  forgiveness  of  part  of  Russian  debt,  an  attempt  to  trv 
to  provide  a  stabilization  fund  for  the  ruble  and  so  on.  I  agree  with 
everything  Bob  has  said  but  I  believe  there  is  a  political  parallel 
as  well. 

In  the  United  States  and  to  some  extent  also  in  Western  Europe, 
there  are  huge  numbers  of  volunteers  waiting  to  be  tapped  to  assist 
with  the  public  administration,  the  training  of  politicians  and  all 
the  rest  of  it,  in  the  CIS  and  for  that  matter  in  Eastern  Europe. 
What  we  have  seen  instead,  and  I  cannot  put  it  too  strongly,  is  a 
steady  stream  of  what  I  might  call  3-day  consultants  who  come  and 
stay  in  the  best  American  type  hotels  in  these  capitals,  wait  for  3 
days,  take  a  hell  of  a  lot  of  money  for  it,  take  the  time  up  of  very 
busy  politicians  and  go  home.  They  know  nothing  about  the  region, 
they  have  very  little  to  offer  and  they  are  doing  a  very  great  deal 
of  damage  both  to  the  United  States  and  to  Western  Europe  be- 
cause they  are  not  relevant  people. 

Relevant  people  would  be  people  who  would  go  for  6  months  to 
a  year  to  work  in  local  government,  regional  government  and  even 
central  government  to  get  across  the  ideas  of  democratic  account- 
ability, to  get  across  tne  ideas  of  public  administration,  to  get 
across  the  ideas  of  working  with  the  public  and  treating  them  like 
real  sovereign  citizens  and  not  like  a  bunch  of  people  who  are  told 
what  to  do.  I  cannot  therefore  emphasize  enough  the  need  for  a  po- 
litical initiative  along  with  the  economic  initiative. 

NEED  FOR  COLLABORATIVE  APPROACH  TO  ASSISTANCE  PROGRAMS 

That  brings  me  to  two  final  points. 

The  first  semifinal  point  is  something  I  said  when  you  were  out 
of  the  room  and  also  Mr.  Oilman  was  out  of  the  room  but  Mr.  Lan- 
tos  will,  I  think,  be  patient  enough  to  let  me  say  it  once  again  and 
I  hope  that  Mr.  Menendez  will,  too.  We  are  doing  ourselves  im- 
mense damage,  it  is  also  something  that  Bob  Hormats  said,  by  the 
endless  turf  battles  between  the  United  States  and  Western  Europe 
throughout  the  whole  of  Eastern  Europe  and  the  Soviet  Union  as 
well.  We  are  wasting  a  hell  of  a  lot  of  money  doing  this. 

We  ought  to  look  at  much  more  collaborative  programs  and  I 
think  Bob  is  right  in  saying  that  we  ought  to  try  to  go  for  a  com- 
mon leadership  at  the  top  which  would  actually  use  the  resources 
we  have  far  more  effectively  than  they  are  being  used  today.  You 
cannot  get  collaborative  programs  off  the  ground,  as  I  know  very 
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well  because  it  is  what  Project  Liberty  is  all  about,  because  USIA, 
USAID  and  the  PHARE  progpram  of  the  Community  will  not  usu- 
ally fund  collaborative  programs.  They  only  accept  programs  for 
their  own  country  and  that  means  that  we  are  doing  ourselves  a 
lot  of  damage  by  not  using  the  best  people  that  we  have. 

There  is  one  thing  to  add  to  that.  Most  systems  in  Eastern  Eu- 
rope are  parliamentary  ones,  not  separation  of  power  systems. 
Therefore,  quite  a  lot  of  advice  is  quite  beside  the  point  because 
these  systems  resemble  Western  European  ones  more  than  Amer- 
ican ones  and  therefore  you  do  need  to  bring  mixed  teams  in  the 
way  that  we  had  them  under  the  Marshall  Plan,  in  the  way  that 
we  had  them  in  the  early  years  of  O.E.C.D. 

A  NEW  ROLE  FOR  NATO 

Finally,  NATO.  I  myself  believe  that  one  of  the  great  problems 
of  NATO  is  that  its  task  is  still  defined  in  a  way  that  is  no  longer 
very  relevant.  It  is  about  dealing  with  an  attack  on  Western  Eu- 
rope from  out  of  theater  and,  of  course,  the  idea  is  that  this  attack 
will  come  from  the  Soviet  Union.  What  NATO  is  not  set  up  to  do 
is  the  kind  of  rapid  deployment  force  that  would  enable  policing  op- 
erations to  take  place,  rapid  interventions  to  take  place  and  so  on. 

I  am  no  expert  in  defense  but  let  me  just  say  this.  One  of  the 
areas  that  NATO  has  got  to  develop  is  forces  essentially  for  some- 
thing soldiers  hate  which  is  peacekeeping  and  police  operations. 
They  have  to  be  available  for  service  throughout  the  continent  of 
Europe  and  they  have  to  be  available  at  very  short  notice. 

Chairman  Hamilton.  You  see  NATO  as  both  a  peacekeeping  and 
a  peacemaking  organization  throughout  Europe. 

Mrs.  WlLLL\MS.  Yes.  Absolutely.  Though  it  will  need  the  support 
of  all  its  members  to  do  so  and  that  means  that  we  have  to  look 
at  the  CSCE  principle,  which  is  that  you  can  only  act  if  there  is 
a  unanimous  decision.  I  think  we  need  to  look  at  what  happens  if 
you  have  a  Serbia  and  you  need  to  deal  with  a  situation  where 
there  may  be  unanimity  minus  one. 

CALL  for  new  PAN-EUROPEAN  ORGANIZATION 

Chairman  Hamilton.  Let  us  have  Mr.  Hyland  and  Mr.  Hormats 
comment  as  they  choose  on  those  questions  I  raised. 

Mr.  Hyland.  All  right,  sir.  I  will  go  quickly  down  the  three  ques- 
tions. 

I  do  not  think  NATO  can  be  transformed  from  what  it  has  been 
for  the  last  40  years,  and  I  do  not  think  it  should  be.  It  is  primarily 
a  military  organization  to  defend  Western  Europe  against  the  So- 
viet Union,  and  it  did  an  outstanding  job. 

I  think  what  is  needed  is  something  new.  A  new  institution 
should  be  created  that  has  political  and  economic  dimensions  but 
that  is  continent  wide. 

Now,  NATO  no  matter  how  you  transform  it  will  always  be  domi- 
nated by  Germany,  France,  England  and  the  United  States.  The 
East  European  countries  will  be  second-class,  I  believe.  If  you 
broaden  it  to  include  Russia,  then  it  becomes  a  rather  strange  af- 
fair in  which  you  have  military  plans  made  in  Brussels  to  defend 
against  one  of  the  members.  So  I  think  we  really  should  not  try  to 
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transform  NATO  into  something  that  it  was  not  designed  to  be  and 
probably  should  not  be  either. 

RETAINING  NATO  TO  DEFEND  WESTERN  EUROPE 

Chairman  HAMILTON,  Do  you  see  NATO  kind  of  withering  away? 

Mr,  Hyland,  No,  I  think  NATO  should  be  retained  as  an  organi- 
zation to  do  what  it  set  out  to  do  and  that  is  the  defense  of  Western 
Europe,  including  Germany,  with  organized  forces.  But  as  a  lesser 
organization  to  what  I  would  hope  would  be  a  larger  pan-European 
organization. 

We  have  to  recognize,  I  think,  Mr.  Chairman — this  is  difficult 
and  it  is  difficult  to  say — that  we  are  not  totally  out  of  the  woods 
when  it  comes  to  the  former  Soviet  Union,  and  I  am  not  just  talk- 
ing about  Yeltsin,  I  am  talking  about  10  to  15  years  from  now.  If 
Russia  revives,  it  will  put  pressure  on  its  neighbors.  It  has  done 
so  for  400  years  and  it  is  bound  to  do  so  because  most  Russians 
regard  the  neighboring  countries,  including  the  Ukraine,  the  Bal- 
tics and  even  well  into  Poland,  as  an  area  where  they  ought  to 
have  dominant  influence.  That  is  bound  to  lead  to  a  clash  with  Grer- 
many. 

Mrs.  Meyers.  Would  the  gentleman  yield? 

Mr.  Hyland.  If  I  could  just  finish  this  one  statement. 

Chairman  Hamilton.  Certainly. 

Mr,  Hyland.  We  should  have  reserve  forces  and  reserve  plans 
and  a  reserve  orgginization;  Western  Europe  may  need  to  be  de- 
fended at  some  point  and  if  you  have  a  treaty  organization  you 
ought  to  maintain  it.  It  does  not  mean  it  needs  huge  forces  and  it 
does  not  mean  that  you  point  a  lot  of  arrows  to  the  East  but  I 
would  not  allow  it  to  wither  away. 

POTENTIAL  threat  OF  RUSSIAN  NATIONALISM 

Chairman  Hamilton.  Mrs.  Meyers?  And  then  we  will  pick  up, 
Mr.  Hyland. 

Mrs.  Meyers.  I  do  not  mean  to  interrupt  you 

Chairman  Hamilton.  No,  that  is  fine. 

Mrs.  Meyers.  Do  you  think  that  Russia  will  put  pressure  on  its 
neighbors  even  if  democracy  takes  hold  in  the  country?  Democ- 
racies do  not  usually  make  war  against  other  democracies.  If  Rus- 
sia becomes  totalitarian  again,  I  can  see  where  it  might,  but  would 
you  comment  on  that? 

Mr.  Hyland.  Yes.  Well,  I  am  assuming  what  I  probably  should 
not  assume,  that  Russia  is  not  going  to  be  the  kind  of  democracy 
that  we  would  hope  for.  It  is  too  soon  for  it  to  develop  over  the 
next,  say,  5  to  10  years,  a  democracy  with  the  kind  of  institution 
and  roots  that  we  know.  That  it  is  more  likely  to  be  a  Russian  ver- 
sion, maybe  a  benign  authoritarian  regime. 

But  even  so,  I  think  we  have  to  recognize  that  if  it  were  a  model 
democracy,  it  could  still  be  very  nationalistic.  There  are  millions  of 
Russians  who  do  not  live  inside  the  Russian  Republic  and  that  is 
a  time  bomb,  even  right  now.  There  are  Russians  who  live  in  the 
Baltics  who  are  now  being  denied  certain  fundamental  civil  rights. 
This  is  a  problem.  Should  we  put  pressure  on  Russia?  Or  should 
we  put  pressure  on  Estonia  and  Latvia?  It  does  not  seem  like  the 
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most  important  issue  right  now,  but  it  is  an  issue  that  could  blow 
up  in  our  face. 

So  I  am  rather  pessimistic  about  the  outcome  in  Russia  and  that 
is  one  reason  I  am  not  quite  ready  to  say  let  us  abandon  NATO. 
The  point  I  would  just  like  to  leave  with  the  committee  is  there  is 
another  way  to  go,  and  that  is  to  create  an  umbrella  organization 
that  would  bring  in  Russia,  Ukraine,  Byelorussia  and  the  Baltic  re- 
publics, as  well  as  Eastern  Europe. 

CSCE  NOT  UP  TO  POST-COLD  WAR  CHALLENGES 

Chairman  Hamilton.  Would  that  be  like  the  CSCE? 

Mr.  Hyland.  Well,  CSCE  is  also  a  relic  of  the  cold  war.  It  did 
its  job.  In  fact,  it  did  much  better  than  its  critics  thought  it  would. 
I  was  at  the  Helsinki  conference  with  President  Ford  and  we  got 
a  lot  of  criticism  on  the  Hill  for  going  to  Helsinki.  It  turned  out 
that  it  was  an  encouraging  development,  that  people  in  Eastern 
Europe  took  it  as  a  sign  that  there  might  be  some  hope. 

CSCE  in  the  Yugoslav  crisis  turned  out  to  be  too  weak.  There  are 
too  many  countries,  there  is  no  kind  of  real  executive.  And,  again, 
it  came  down  to  the  question  of  would  the  United  States  act  and 
would  France,  Britain  and  Germany  support  it.  So  I  do  think  that, 
again,  trying  to  reform  an  organization  like  that  probably  con- 
sumes more  energy  than  it  is  worth. 

So  I  do  not  think  CSCE  is  probably  reformable.  I  think  you  need 
something  new,  with  a  new  structure. 

EUROPE  NEEDS  A  NEW  MISSION 

Chairman  Hamilton.  We  left  hanging  there  a  couple  of  other 
things  I  wanted  to  get  you  to  comment  on  at  some  point. 

Mr.  Hyland.  Just  very  quickly,  I  think  the  second  question  about 
Europe,  I  am  disappointed  in  Europe  and  I  am  not  sure  why  or 
what  the  reasons  are.  There  is  a  certain  weariness  there,  but  per- 
haps it  is  because  they  carried  a  huge  burden  in  the  cold  war.  The 
shock  of  German  unification  has  been  much  greater  than  anyone 
thought.  Everyone  welcomed  it  at  the  time  and  it  has  turned  out 
to  be  rather  a  burden  in  Germany.  But  it  has  brought  back,  and 
the  end  of  the  cold  war  has  brought  back  some  of  the  old  antag- 
onisms in  Europe  between  the  French  and  the  Germans.  It  has  also 
revived  in  Britain  the  doubts  as  to  whether  it  really  wants  to  be 
committed  to  Europe  or  whether  it  should  maintain  a  position  out- 
side of  Europe  with  a  special  relationship  to  us.  So  my  answer  is 
that  I  think  Europe  needs  a  new  mission. 

Jean  Monet  and  his  generation  gave  it  a  mission  which  I  think 
was  very  healthy.  I  think  they  need  a  new  mission  and  the  new 
mission  I  would  say  is  the  unification  of  the  continent  in  some  kind 
of  organization  where  Czechoslovakia  or  the  Slovaks  and  Czechs 
will  enjoy  the  same  standing  as  the  Western  countries. 

conditioning  aid  to  RUSSIA 

On  aid  to  Russia,  what  kind  of  memo  would  I  write  the  President 
if  he  were  going  to  Vancouver?  I  wish  I  could  have  written  it  before 
he  went,  which  would  have  been  do  not  go.  It  is  not  a  very  good 
time.  But  he  is  going  and  that  is  it. 
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My  feeling  about  this  is — if  you  were  trying  to  advise  the  Presi- 
dent privately,  not  publicly — there  is  a  basic  bargain  here  that  has 
to  be  struck.  We  talk  almost  totally  about  what  we  can  give  the  So- 
viet Union,  what  thev  need,  what  we  can  give.  We  talk  very  little 
about  what  we  shoula  require  from  them. 

We  should  try  to  outline,  and  the  President  should  do  it  as  subtly 
as  he  can,  that  if  we  are  going  to  continue  large  economic  assist- 
ance, which  I  feel  we  will  have  to,  although  I  doubt  its  effective- 
ness; I  think  we  do  it  partly  for  our  own  reasons  to  soothe  our  own 
conscience.  We  should  try  to  get  some  guarantees  from  Yeltsin 
about  the  continuation  of  democratic  practices,  especially  in  the 
near  term,  as  well  as  over  the  longer  term,  and  we  should  ask  for 
some  guarantees,  even  if  informal,  about  how  they  will  behave  to- 
ward their  neighbors,  the  Baltic  republics,  Ukraine,  Byelorussia 
and  some  of  the  Central  Asian  countries. 

We  need  to  really  stabilize  that  equation  because  I  keep  reading 
in  the  paper  some  very  disturbing  remarks,  not  by  Yeltsin  but  by 
people  around  him  about  how  they  should  be  appointed  the  guaran- 
tor or  the  representative  of  these  smaller  countries.  It  is  very  dan- 
gerous  for  us  not  to  face  up  to  it,  perhaps  in  private  between  Mr. 
jlinton  and  Mr.  Yeltsin,  to  say  that,  if  you  put  pressure  on  the  Bal- 
tic countries  or  Byelorussia  because  of  the  minority  problems,  then 
the  American  Congress  or  the  American  people  will  not  want  to 
send  money  to  a  country  like  that.  And,  if  you  (Yeltsin)  move  to  an 
authoritarian  regime,  if  you  dissolve  the  parliament,  as  distasteful 
as  that  parliament  is,  that  is  a  step  in  the  direction  that  we  also 
would  not  like. 

If  he  has  not  already  done  it,  my  guess  is  that  what  Yeltsin  is 
planning  to  do  is  to  hold  a  referendum  of  some  kind,  and  it  does 
not  really  matter  what  it  is,  and  point  to  it  as  a  mandate  and  dis- 
solve the  parliament  and  take  over  the  government.  At  that  point, 
it  will  be  an  agony  for  the  United  States.  Is  this  what  we  mean 
by  democracy?  Is  this  the  kind  of  country  you  want  to  give 

Chairman  Hamilton.  If  he  does  that,  should  we  continue  to  sup- 
port him? 

Mr.  Hyland.  I  do  not  think  we  should.  I  think  that  Yeltsin's  time 
has  passed  in  any  case.  But  if  it  has  not,  if  I  am  wrong  and  Yeltsin 
remains  in  power,  I  think  this  is  the  direction  that  we  should  not 
want  them  to  go.  I  am  not  saying  we  should  go  into  a  cold  war  con- 
frontation but  I  do  not  think  it  is  healthy  to  say  "this  is  OK,  what 
can  you  expect  from  him,  he  really  had  no  choice." 

CONSEQUENCES  OF  DISSOLUTION  OF  RUSSIAN  PARLIAMENT 

Chairman  Hamilton.  If  he  were  to  dissolve  the  parliament  and 
announce  new  elections  in  3  months,  would  that  make  a  difference, 
in  your  point  of  view? 

Mr.  Hyland.  I  think  it  would  make  some  difference  but  you 
would  want  to  know  a  lot  about  those  elections  and  who  could  run 
and  who  could  not  because  what  he  is  saying  really  is  that  the  con- 
stitution does  not  matter. 

Once  you  say  that  in  a  country  that  has  had  400  or  500  years 
of  authoritarian  dictatorships,  that  is  to  me  the  beginning  of  a 
major  political  change.  I  think  it  is  going  to  go  there  anyway,  so 
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in  a  certain  sense  maybe  we  should  not  fight  the  trend  but  I  do 
not  think  that  we  should  encourage  it. 

If  I  were  the  President  in  Vancouver,  I  would  say  I  hope  you  do 
not  do  it,  I  hope  you  can  find  another  way,  to  hold  elections  or  to 
do  whatever  is  necessary.  But  if  you  dissolve  this  parliament,  this 
is  the  kind  of  thing — if  they  did  it  in  another  country,  Grermany  or 
France  or  England,  we  would  think  it  a  disaster. 

Chairman  Hamilton.  We  have  a  vote  pending. 

Mr.  Hormats,  do  you  want  to  start? 

Mr.  Hormats.  Do  you  want  me  to  wait?  Do  you  want  to  vote? 

Chairman  Hamilton.  I  think  we  had  better  break  here  for  about 
5  or  10  minutes.  That  will  give  you  time  to  gather  your  thoughts. 
That  gives  you  a  certain  advantage,  Mr.  Hormats. 

Mr.  Hormats.  Thank  you,  Mr.  Chairman. 

Mrs.  Williams.  Could  I  just  add  one  sentence  to  what  Mr. 
Hyland  said  before  you  go  back  to  what  Bob  is  going  to  say? 

Chairman  Hamilton.  Sure. 

Mrs.  Williams.  I  was  an  advisor  on  the  Russian  constitution.  I 
think  it  is  important  to  say  that  the  Russian  constitution  is  an  ex- 
traordinary mish-mash.  It  does  not  resemble  a  democratic  constitu- 
tion as  we  would  understand  it. 

Chairman  Hamilton.  It  has  over  300  amendments. 

Mrs.  Williams.  For  one  thing.  And,  as  you  know,  many  of  the 
changes  were  never  made. 

Chairman  Hamilton.  Yes. 

Mrs.  Williams.  So  the  constitution  is  still  in  many  ways  a  wish 
list  constitution  like  the  original  Soviet  constitution. 

Chairman  Hamilton.  Well,  do  you  agree  with  Mr.  Hyland's  com- 
ment? 

Mrs.  Williams.  What? 

Chairman  Hamilton.  Do  you  agree  with  the  position  Mr.  Hyland 
took? 

Mrs.  WiLLDVMS.  Not  totally.  I  would  agree  with  your  implication, 
that  if  there  could  be  an  election  under  international  supervision 
we  might  get  a  very  different  parliament  out  of  it.  That  is  all  I 
wanted  to  say. 

selective  conditioning  of  assistance  favored 

Mr.  Hormats.  Could  I  also  just  make  one  distinction? 

With  respect  to  aid,  there  are  some  kinds  of  assistance  that  I 
think  could  go  forward  and  should  go  forward  under  virtually  any 
circumstances  because  it  is  to  specific  regions  that  are  reform  ori- 
ented. 

Chairman  Hamilton.  Without  any  conditions. 

Mr.  Hormats.  Yes.  Without  any  conditions.  There  is  another  cat- 
egory of  aid  where  I  agree  we  should  try  to  get  clear  conditions. 
Something  to  ensure  adherence  to  the  democratic  process  makes 
sense,  and  then  the  question  of  proliferation,  which  I  think  is  a 
devilish  issue. 

Chairman  Hamilton.  We  will  pick  up  with  that  wRen  we  recon- 
vene following  this  vote. 

[Recess.] 
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Chairman  Hamilton.  OK.  We  will  resume  our  sitting.  We  apolo- 
gize for  the  interruptions.  We  will  pick  up  with  you,  Mr.  Hormats, 
and  then  take  it  from  there. 

ASSISTANCE  FOR  PRIVATE  ENTERPRISE  SHOULD  GO  FORWARD 

Mr.  Hormats.  Let  me  make  a  couple  of  points  with  respect  to 
foreign  aid. 

First  a  distinction.  There  are  aid  programs  that  I  think  should 
be  mounted  and  should  be  sustained  in  various  regions  of  the  coun- 
try and  to  various  recipients.  That  is  to  say,  help  to  private  enter- 
prise recipients — that  should  be  provided  in  virtually  any  case. 
Russia  is  going  to  be  there  long  after  whoever  is  ruling  it  now  is 
out.  And  there  are  elements  of  reform,  both  regional  elements  of  re- 
form and  specific  factories  and  sectors  that  deserve  and  could  well 
utilize  western  support.  Therefore,  I  would  have  that  proceed. 

That  is  not  large  sums  of  money.  It  could  be  done  through  an  en- 
terprise fund  like  a  Russian  Enterprise  Fund.  And  it  could  be  done 
through  specific  sectoral  and  project  loans  a  la  the  World  Bank  or 
the  European  Bank  for  Reconstruction  and  Development,  and  hu- 
manitarian assistance  to  specific  hospitals  or  specific  worthy  hu- 
manitarian projects  should  go  forward  in  any  case. 

CONDITIONALITY  AND  BETTER  COORDINATION  FOR  EXPORT  CREDITS 

The  broader  questions  of  aid  are  the  ones  that  I  think  are  more 
troublesome.  Much  Western  aid  has  simply  been  a  fiction.  The  IMF 
money,  to  my  knowledge,  the  committee  staff  may  know  better — 
to  my  knowledge — only  $1  billion  of  the  IMF  money  has  gone  for- 
ward. If  more,  it  is  not  much  more. 

The  $6  billion  ruble  stabilization  fund  did  not  go  forward  for  a 
good  reason.  It  should  not  have.  The  overall  balance  of  payments 
assistance  faltered  because  the  Russians  have  not  gotten  their 
monetary  policy  under  control  and  have  not  gotten  their  fiscal  pol- 
icy under  control.  So  the  broad,  big  chunks  of  money  simply  have 
not  moved  forward. 

The  export  credits  that  the  West  has  provided  are  a  disaster. 
First  of  all,  the  Russians  are  in  arrears.  Second,  the  Western  coun- 
tries, as  we  indicated  earlier,  have  competed  with  one  another  to 
get  export  contracts  to  outdo  one  another. 

Chairman  Hamilton.  Should  they  be  abandoned? 

Mr.  Hormats.  I  would  not  go  so  far  as  to  say  they  should  be 
abandoned.  I  think  they  should  be  much  more  closely  coordinated 
and  that  they  should  be  provided  conditionally — and  there  is  where 
I  think  the  conditionality  point  makes  some  sense — ^because  if  you 
provide  export  credits,  or  other  credits  such  as  balance  of  payments 
support,  of  a  large  scale  nature  and  there  are  not  some  economic 
and  political  conditions,  particularly  economic  conditions  in  this  in- 
stance, then  the  money  is  just  going  to  be  frittered  away  and  the 
Russians  will  find  themselves  in  deeper  debt  a  year  from  now  than 
they  are  today. 

So  I  would  not  necessarily  stop  them.  I  think  we  ought  to  be 
much  more  rigorous,  much  better  coordinated  in  providing  them. 
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BALANCING  CONDITIONS  WITH  THREAT  OF  NATIONALIST  BACKLASH 

With  respect  to  the  memo  the  President,  I  would  emphasize 
three  points. 

First,  the  emphasis  should  be  on  effective  coordination  among 
the  Group  of  Seven  countries,  and  to  "debureaucratize"  it  to  the 
point  where  you  have  a  clearly  responsible  person  who  speaks  for 
the  G7,  a  group  of  senior  officials  from  the  key  ministries  involved 
who  meet  frequently  to  make  sure  that  assistance  is  coordinated, 
and  the  other  aspect  of  that  coordination  is  that  there  are  things 
we  want  of  Russia  in  return  for  this. 

Now,  I  am  not  fully  comfortable  with  precisely  what  formulation 
one  would  use  with  respect  to  the  question  of  "conditions"  regard- 
ing the  democratic  process,  but  clearly  something  that  is  akin  to  a 
democratic  process  should  be  maintained  in  Russia,  otherwise  it  is 
going  to  be  very  hard  to  get  Western  support  for  the  assistance. 

The  other  aspect  of  it  is  that  I  am  increasingly  concerned  about 
the  whole  nuclear  point  that  I  mentioned  in  my  written  testimony. 
And  I  would  add  to  that  the  question  of  how  the  nationalities  are 
treated.  It  seems  to  me  those  are  the  three  areas  where  you  would 
need  to  get  something  from  Yeltsin.  Without  that,  I  tnink  it  is 
going  to  be  hard  to  sustain  congressional  or  public  support"  for 
these  types  of  programs. 

Now,  I  have  to  tell  you.  Bill  was  making  the  point  in  the  interim 
and  I  think  it  is  correct,  there  is  a  very  strong  nationalistic  argu- 
ment about  Yeltsin's  close  ties  with  the  West  and  is  he  doing  the 
bidding  of  the  West.  So  whatever  conditions  are  put  on  this  assist- 
ance has  to  be  done  in  a  way  which  takes  into  account  the  notion 
of  Russian  pride. 

DEVELOPING  A  THEME  OF  U.S.-RUSSL\N  PARTNERSHIP 

Chairman  Hamilton.  Are  we  staking  our  policy  too  strongly  in 
support  of  the  person  of  Yeltsin? 

Mr.  HORMATS.  If  you  look  at  the  alternatives  that  we  see  on  the 
horizon,  Yeltsin  is  clearly  the  best,  at  least  of  the  leaders  I  have 
seen,  and  I  have  been  there  several  times  of  late.  He  is  a  democrat- 
ically elected  leader. 

The  parliament  is  democratic  only  in  the  most  loose  sense  of  the 
word.  This  parliament  resembles  a  sort  of  old-time  meeting  of  the 
dukes  and  princes  of  the  realm  in  England. 

Chairman  Hamilton.  Mr.  Hyland,  do  you  think  we  are  putting 
too  many  eggs  in  the  Yeltsin  basket? 

Mr.  Hyland.  Yes,  sir.  I  think  we  should  shift  our  emphasis  from 
Yeltsin  to  the  country,  to  Russia.  I  think  Bob  Hormats  made  a  very 
important  point.  Pride  is  a  big  thing.  Here  is  a  countrv  that  was 
told  for  a  long  time  that  it  was  a  superpower.  The  people  began  to 
believe  that  that  was  one  of  the  redeeming  virtues  of  a  terrible  sys- 
tem, that  they  were  respected  around  the  world,  they  were  power- 
ful and  so  forth. 

It  would  be  well  now  to  develop  the  theme  of  a  partnership  with 
Russia  and  to  say  something  to  Yeltsin  publicly,  by  President  Clin- 
ton, that  we  respect  them  as  one  of  the  great  powers  and  one  of 
the  great  civilizations,  one  of  the  great  cultures.  What  we  are  seek- 
ing is  a  new  partnership  with  them  as  equals  and  that  partnership 
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ought  to  be  based  on  respect  for  democracy,  respect  for  the  terri- 
torial integrity  of  their  neighbors — in  a  statement  of  principles.  I 
know  it  is  overdone  in  politics  but  if  there  was  a  statement  of  prin- 
ciples between  the  two  governments,  then  when  Yeltsin  went  or  if 
he  stayed,  you  would  have  a  piece  of  paper  at  least  to  wave  at  a 
time  01  crisis. 

REACHING  OUT  TO  THE  NEXT  GENERATION  OF  RUSSIANS 

Mrs.  Williams.  Can  I  add  a  couple  of  things  to  that? 

Chairman  Hamilton.  Certainly. 

Mrs.  Williams.  I  very  much  like  what  Bill  has  said  about  a  dec- 
laration though  I  would  like  to  see  the  Community  included,  too. 
I  think  it  is  going  to  be  the  source,  probably,  of  more  funds  for  any- 
thing that  we  do  than  the  United  States  is  likely  to  be. 

Secondly,  one  of  the  reasons  that  I  argue  very  strongly  that  we 
ought  to  mount  a  constitutional/political  initiative  is  in  order  to  get 
some  volunteers  from  the  United  States  and  Western  Europe  out 
to  the  next  layer  down  of  Russian  political  organization.  I  am 
thinking  particularly  of  public  administrators  as  advisors  staying 
for  6  months  or  a  year  at  the  local  and  regional  government  level. 

There  are  a  lot  of  very  able  young  Russians  in  the  next  genera- 
tion down.  Mr.  Fyodorov  is  an  example  of  that.  We  do  not  know 
them.  We  keep  going  back  to  the  person  of  Yeltsin  because  we  do 
not  know  more  than  a  half  a  dozen  names  that  appear  in  the 
Washington  Post  and  the  New  York  Times  every  week. 

But  we  need  to  get  to  know  the  people  who  are  going  to  be  the 
generation  of  the  democrats  if  they  ever  emerge  in  Russia,  and  we 
do  not. 

Anything  from  a  Fulbright  exchange,  such  as  Senator  Fulbright 
brilliantly  invented  after  the  second  World  War,  or  the  offering  of 
a  number  of  scholarships  in  American  universities  with  the  empha- 
sis on  public  administration  and  economic  administration. 

IMPORTANCE  OF  EXTENDING  CONTACTS  BEYOND  YELTSIN 

Chairman  Hamilton.  Do  all  of  you  agree  that  we  are  placing  too 
much  emphasis  on  our  relationship  with  Yeltsin?  I  am  getting  that 
impression  from  your  comments. 

Mrs.  Williams.  But  do  not  slap  him  across  the  face  is  what  I  was 
going  to  say  because  that  would  be 

Chairman  Hamilton.  What  is  that? 

Mrs.  Williams.  He  should  not  be  slapped  across  the  face,  that 
would  be  a  disaster. 

Chairman  Hamilton.  I  understand  that. 

Mrs.  WiLLLVMS.  We  should  propose  to  him  a  way  of  getting  more 
deeply  into  the  Russian  structure  of  future  democracy,  in  my  view, 
and  that  can  be  done. 

Mr.  Hormats.  I  would  call  it  a  strategy  of  "Yeltsin  plus." 

Mrs.  Williams.  That  is  right. 

Mr.  Hormats.  And  the  plus  is  that  there  are  a  number  of  other 
people.  Chernomyrdin,  the  prime  minister,  is  someone.  He  was  the 
head  of  a  large  energy  production  association.  He  is  pragmatic  and 
he  has  supported  Yeltsin's  reforms. 

I  am  not  saying  he  is  a  successor  to  Yeltsin  but  there  are  others. 
Fyodorov,  the  governor  of  the  Sakhalin  Island,  the  mayor  of  St.  Pe- 
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tersburg,  the  mayor  of  Nizhny-Novgorod.  There  are  some  very 
bright  people  out  there. 

Chairman  Hamilton.  We  have  clearly  got  to  stretch  out  and  get 
acquainted  with  a  lot  of  new  people. 

Mrs.  Williams.  Yes. 

Mr.  HORMATS.  Yes.  That  is  why  I  say  'Teltsin  plus."  Not  either 
or,  but  support  of  Yeltsin  while  also  reaching  out  to  the  various  re- 
gions of  the  country  where  there  are  some  very  energetic  and  re- 
form minded  people. 

Mr.  Hyland.  I  would  just  add,  I  think  this  has  to  be  done  very 
delicately  and  subtlely,  shifting  from  Yeltsin  to  the  broader  base. 
The  last  thing  we  want  to  do  is  insult  Yeltsin  in  the  next  several 
weeks  when  this  crisis  is  really  at  a  high  point  and  for  him  to  go 
home  and  his  opponents  to  say,  well,  even  Clinton  backed  away 
from  you,  you  are  finished,  you  brought  us  home  $100  million  and 
we  need  $100  billion. 

I  think  that  President  Clinton  has  a  very  delicate  problem  in 
Vancouver  in  making  sure  that  we  do  not  abandon  him  at  a  crucial 
moment. 

Mr.  HoRMATS,  That  is  why  the  Yeltsin  plus  idea  is  important.  It 
is  Yeltsin  plus  a  lot  of  other  people  who  are  going  to  be  involved 
in  the  game. 

Chairman  Hamilton.  Yes. 

DEBUREAUCRATIZING  THE  FUNDING  PROCESS  FOR  DENUCLEARIZATION 

Mrs.  Williams.  Could  I  add  one  thing  on  the  nuclear  issue  very 
quickly?  Bob  Hormats  brought  it  up. 

The  $400  million.  I  was  in  the  Ukraine  very  recently.  I  am  a 
member  of  the  Council  of  Foreign  Advisors  to  Ukraine.  I  raised 
with  them  the  issue  of  the  strategic  nuclear  weapons  which  were 
part  of  the  recognition  of  the  START  agreement. 

They  pointed  out  that  they  had  had  no  certificate  from  anybody 
to  say  that  the  tactical  nuclear  weapons  that  they  had  sent  to  Rus- 
sia had  ever  been  destroyed.  They  said  that  they  had  had  no  money 
of  any  kind  for  the  destruction,  including  the  U.S.  money  voted  for 
the  purpose.  They  said  that  they  had  no  registration  of  the  pluto- 
nium  in  the  weapons  that  they  had  sent  to  show  what  had  hap- 
pened to  it.  And  they  said  that  they  had  read  in  the  world  press 
that  Russia  was  selling  plutonium  on  the  world  market  and  they 
did  not  know  what  had  happened  to  that  plutonium. 

Now,  I  mention  this  because  I  think  Ukraine  is  not  ill  disposed 
to  trying  to  recognize  and  obey  START  but  they  feel  that  there  has 
been  no  acceptance  or  recognition  of  their  problems.  And  I  under- 
stand one  of  the  difficulties  here  is  that  the  processes  in  the  United 
States  for  releasing  money  for  the  purposes  of  the  money  that  was 
voted  for  INF  is  extremely  slow  and  very  bureaucratic. 

And  one  of  the  points  I  want  to  make  is  that  I  think  if  we  could 
somehow  debureaucratize  the  processes  of  making  this  money 
available — we  do  not  need  more  money.  We  are  using  the  money 
we  have  so  badly  that  what  we  really  need  is  an  overhaul  of  the 
way  we  spend  that  money  and  the  way  we  make  it  available  and 
it  is  a  tragedy  because  the  Congress 
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PROSPECTS  FOR  UKRAINIAN  RATIFICATION  OF  START 

Chairman  Hamilton.  Do  you  think  Ukraine  will  ratify  the 
START  agreement? 

Mrs.  Williams.  I  think  it  will  providing  two  things  happen:  one, 
that  it  has  a  joint  declaration  from  the  United  States  and  Russia 
that  its  territorial  sovereignty  will  be  accepted  and  guaranteed.  It 
has  got  to  have  that  because 

Chairman  Hamilton.  Guaranteed? 

Mrs.  Williams.  Yes.  In  effect,  it  is  a  declaration,  not  a  treatv, 
though.  It  is  a  declaration  that  their  territorial  sovereignty  would 
be  recognized. 

Chairman  Hamilton.  The  United  States  would  guarantee  the 
boundaries  of  Ukraine? 

Mrs.  Williams.  Well,  you  can  make  a  declaration  that  they 
would  be  inviolable.  That  is  all  they  are  asking  for.  They  have  not 
asked  for  a  treaty.  I  mean,  I  am  rather  surprised  they  have  not  but 
they  have  not.  They  have  asked  for  a  declaration  of  the  inviolability 
of  the  territorial  integrity  of  Ukraine. 

What  most  frightens  them  is  the  possibility  of  being  cut  off  from 
primary  energy  resources  in  Russia  because  that  would  break  their 
economy  completely  and  they  have  asked  for  some  American  dis- 
cussion with  Russia  that  that  would  not  happen. 

I  think  given  those  they  would  go  ahead  with  the  program,  pro- 
viding that  that  part  of  the  $400  million  that  is  their  part  of  it  for 
destruction  of  these  weapons  is  released. 

And  one  final  thing.  Congressman  Hamilton  about  this,  I  am 
very  surprised  that  there  is  no  form  of  international  registration  of 
the  destruction  of  these  weapons.  My  understanding  is  there  is  not. 
That  would  seem  to  be  one  of  the  easiest  things  for  Mr,  Yeltsin  to 
agree  with  the  President  when  they  meet. 

POLICY  TOWARD  ETHNIC  CONFLICTS  IN  THE  FORMER  REPUBLICS 

Chairman  Hamilton.  Before  we  leave  Russia,  what  about  these 
ethnic  conflicts  that  are  occurring  throughout  the  country?  How 
should  we  view  those  and  how  deeply  should  we  become  involved? 
Or  should  we  just  say,  there  is  no  real  U.S.  national  interest  in- 
volved here,  so  why  bother  with  it? 

Mr.  Hyland,  I  do  not  know  if  I  would  put  it  quite  that  bluntly 
but  I  think  there  is  no  national  interest  in  being  involved.  How  can 
you  make  a  decision  that  a  minority  in  the  former  Soviet  state  of 
Georgia  deserves  this  or  deserves  that,  has  this  right,  that  the  Rus- 
sian Army  should  be  there  or  should  not  be  there,  or  the  same  for 
Moldova.  These  are  incredibly  complicated  affairs.  For  the  United 
States  to  try  to  take  positions,  I  think  it  is  just  a  major  mistake. 

Naturally  we  do  not  like  to  see  the  fighting.  Naturally  we  would 
like  to  see  everybody  have  the  same  rights.  But  I  think  it  is  a  very 
explosive  issue  and  we  should  not  get  tagged — for  some  of  the  rea- 
sons we  have  been  saying  about  Russia — we  should  not  be  tagged 
as  the  kind  of  country  that  is  anti-Russian.  I  think  the  danger  is 
that  we  will  wind  up  in  places  like  Ukraine  being  seen  as  anti-Rus- 
sian. 

The  guarantee  which  the  Grovernment  of  Ukraine  is  talking 
about,  tne  only  way  I  could  possibly  approach  it  would  be  through 
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first  some  kind  of  an  agreement  with  Russia  that  they  will  recog- 
nize and  support  the  territorial  integrity  of  Ukraine.  Then  we 
might  be  able  to  say  to  Ukraine  on  the  oasis  of  this  declaration 
with  Yeltsin,  we  are  prepared  to  make  another  declaration  with 
you,  that  we  support  your  territorial  integrity,  which,  after  all,  is 
part  of  the  CSCE. 

But  I  think  we  had  better  watch  out  that  we  do  not  find  our- 
selves embroiled  in  endless  nationalistic  quarrels  and  be  buffeted 
by  every  side. 

ETHNIC  CONFLICTS  SEEN  AS  TINDERBOX 

Mr.  HoRMATS.  Can  I  just  add  one  thought  to  that?  I  think  the 
whole  question  of  the  treatment  of  minorities  in  Eastern  Europe 
and  the  former  Soviet  Union  is  a  tinderbox.  Our  ability  to  get  in- 
volved in  these  longstanding  and  very  difficult,  complicated  issues 
is  very  limited. 

I  do  think  that  this  might  be  a  role  for  something  like  the  CSCE 
in  the  sense  that  there  are  nationality  issues,  minority  issues,  eth- 
nic issues,  questions  of  protection  of  minority  rights,  throughout 
the  region.  In  Eastern  Europe,  the  Hungarians  and  the  Romanians 
and  many  other  groups  where  there  are  irredentists,  there  are  mi- 
norities living  in  other  countries.  And  one  way  nationalism  wiU 
really  assert  itself  is  in  the  question  of  one  country  that  sees  its 
nationals  in  another  country  maltreated.  That  really  is  the  center- 
piece for  the  increase  in  nationalistic  fervor,  as  it  was  in  the  Wei- 
mar Republic  with  Germans  in  the  Sudentenland  and  Silesia  and 
other  areas.  And  that  is  a  flash  point  for  nationalism. 

In  the  former  Soviet  Union,  there  are  very  large  numbers — I 
think  it  is  25  million — of  Russians  living  outside  of  Russia,  roughly 
the  same  number  of  non-Russian  minorities  living  in  Russia,  and 
then  lots  of  other  minorities  spread  around  in  Kazakhstan  and 
other  areas.  A  greater  emphasis  within  CSCE  on  the  proper  treat- 
ment of  minorities  and  protections  of  minorities  would  be  useful. 
Not  that  the  United  States  need  do  it  unilaterally,  but  in  some 
multilateral  fashion  I  think  would  be  very  valuable. 

UNITED  STATES  HAS  MORAL  CLOUT  AS  EXEMPLAR  OF  DEMOCRACY 

Mrs.  WlLLL\MS.  Can  I  quickly  disagree?  I  think  the  United  States 
underestimates  its  amazing  moral  clout.  You  are  still  regarded  as 
in  many  ways  the  exemplar  of  democracy  throughout  the  whole  of 
Eastern  Europe  and  the  CIS. 

I  think  for  the  United  States  simply  to  say  that  it  regards  the 
treatment  of  minorities  as  one  of  the  acid  tests  of  a  civilized  demo- 
cratic society  is  by  itself  enough.  I  think  if  you  say  that  repeatedly 
in  the  CSCE  and  the  Helsinki  process  and  the  United  Nations,  you 
will  be  listened  to. 

I  do  not  think  you  have  to  get  involved  in  military  ways.  I  do 
think  you  have  to  stick  by  your  principles.  I  think  they  are  terribly 
important.  And  I  think  you  have  a  bully  pulpit  and  it  ought  to  be 
used. 

Mr.  HoRMATS.  I  do  not  disagree  with  that.  I  think  that  it  would 
have  more  influence  and  impact  if  the  United  States  said  it  plus 
there  was  some  forum  in  the  context  of  the  CSCE  for  reviewing 
and  identifying  violations.  And  I  agree  the  United  States  has  great 
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moral  authority  but  I  think  it  has  to  be  followed  up  in  some  insti- 
tutional framework. 

INSTITUTIONAL  FRAMEWORK  FOR  RESOLVING  ETHNIC  CONFUCTS 

Chairman  Hamilton.  Well,  what  about  that  question  of  an  insti- 
tutional framework?  You  have  all  of  these  ethnic  conflicts  in  East- 
ern and  Central  Europe,  in  Russia.  Is  the  CSCE  the  group  we  look 
to  for  leadership  in  resolving  those  ethnic  conflicts? 

Does  NATO  have  a  role?  The  European  Community?  The  WEU? 
Does  the  U.N,  have  a  role?  Where  do  you  look? 

Mrs.  Williams.  The  main  institution  which  is  supposed  to  look 
after  this  is  called  the  Council  of  Europe.  It  is  a  voluntary  organi- 
zation to  which  all  the  member  states  of  Europe  belong,  not  just 
the  Community  but  far  beyond. 

It  does  in  fact  do  a  very  good  job  on  human  rights  and  it  has  a 
court  of  human  rights  which  has  listened  to  many  cases  and  re- 
solved them  mostly  in  ways  that  any  democrat  would  approve  of. 

I  think  that  is  a  very  useful  body.  It  is  linked  up  with  tne  CSCE, 
they  have  a  link  one  to  the  other.  They  are  mutually  represented. 
And  that  means,  I  think,  that  the  CSCE,  from  the  point  of  view 
of  the  United  States  and  Canada,  is  the  right  place  to  use  your 
strength. 

I  think  the  trouble  with  CSCE,  and  here  I  agree  with  Bill 
Hyland,  is  that  it  has  been  terribly  weakened  by  the  unanimity 
principle.  Under  the  Bush  administration,  for  the  first  time,  Amer- 
ican representatives  at  CSCE  meetings  began  to  raise  the  issue  of 
whether  unanimity  should  not  be  abandoned  as  the  central  basis 
on  which  policy  could  be  based.  I  think  that  is  right  but  I  think 
the  CSCE  could  be  converted  into  an  effective  mechanism  for  deal- 
ing with,  among  other  things,  minority  rights  and  human  rights 
problems  short  of  military  intervention. 

EARLY  intervention  MAY  HAVE  AVERTED  BOSNL\N  WAR 

And  if  I  may  add  one  word  to  that,  I  think  that  if  the  CSCE  had, 
and  here  I  agree  with  Bill  Hyland,  if  they  had  intervened  at  the 
very  moment  when  in  Croatia  the  first  ethnic  cleansing  began  right 
back  in  1990,  we  would  not  have  seen  the  terrible  things  that  have 
happened  in  Bosnia. 

Chairman  Hamilton.  Intervened  how? 

Mrs.  Williams.  Oh,  I  think  directly  intervened  by  saying  we  are 
going  to  call  the  Croatians  before  the  bar  of  the  CSCE  and  ask 
them  to  explain  what  is  happening  here  and  is  the  government  tak- 
ing immediate  steps.  Because  do  not  forget 

Chairman  Hamilton.  You  think  that  would  have  stopped  Ser- 
bian aggression? 

Mrs.  Williams.  I  do.  I  believe  that  if  Croatia  had  been  stopped 
at  the  very  beginning  by  the  indication  that  she  would  not,  for  ex- 
ample, be  allowed  to  trade  with  the  rest  of  Europe,  we  would  not 
have  seen  what  later  happened  because  it  started  in  Croatia  on  a 
small  scale  and  was  then  picked  up  by  Serbia  on  a  large  scale.  And 
people  including,  for  example,  the  extremely  courageous  editor  of 
Vreme,  which  is  the  opposition  newspaper  in  Serbia,  still  editing 
his  newspaper  every  day  bears  that  out.  He  says  that  if  interven- 
tion had  happened  at  the  very  beginning  we  might  not  have  seen 
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what  happened  afterwards.  The  trouble  was  that  none  of  us  paid 
any  attention, 

PROSPECTS  FOR  GATT 

Chairman  Hamilton.  Let  me  jump  to  another  area.  All  of  you 
favor  fast  track  for  GATT,  I  presume. 

Mr.  HoRMATS.  Yes. 

Chairman  Hamilton.  No  disagreement  with  respect  to  that. 

Do  you  think  we  will  get  a  GATT  agreement,  particularly  with 
the  French  objection  to  the  Blair  House  agreements? 

What  are  your  concerns  about  GATT  and  how  does  it  look  like 
it  is  going  to  play  out  to  you? 

Mrs.  Williams.  It  is  more  Bob's  field  than  anybody  else's. 

I  think  frankly  both  sides  need  to  appear  before  the  bar  or  the 
dock  because  they  both  have  some  guilt.  The  Europeans  undoubt- 
edly, I  think,  have  a  weak  case  on  steel  where  they  have  used  a 
lot  of  protectionist  measures  to  sustain  European  steel.  I  think  the 
United  States  has  a  rather  weak  case  on  the  Buy  American  Act. 
I  think  the  Community  has  a  rather  weak  case  on  the  government 
procurement  side. 

The  truth  of  the  matter  is  the  more  closely  you  look  at  it,  the 
more  you  find  that  nobody  has  the  right  to  call  the  other  one  guilty 
because  there  is  quite  a  lot  of  joint  guilt. 

The  only  way  to  deal  with  that  without  wrecking  the  political 
process,  which  is  what  we  are  busily  doing  at  the  moment  and  I 
regret  it  very  deeply,  is  to  go  through  the  painful,  slow,  dreary, 
multiple  procedures  of  GATT  itself  to  sort  out  these  problems. 

I  think  we  have  to  go  back  to  the  drawing  board  to  sort  out  these 
problems,  which  does  not  have  anything  to  do  with  the  fast  track. 
It  can  be  going  on  in  parallel. 

What  I  really  fear  is  that  these  relatively  minor  things  are  being 
built  up  to  become  a  huge  rift  between  the  United  States  and  the 
EC  and  it  is  absolutely  absurd  that  they  should.  I  believe  all  that 
is  at  stake  in  steel  is  about  $50  million,  so  it  is  a  real  shame  to 
get  this  out  of  proportion  and  I  think  both  sides  have  got  to  make 
some  concessions. 

resolving  U.S. -FRENCH  TRADE  DISPUTES 

Chairman  Hamilton.  How  do  you  look  on  the  recent  French 
statements,  that  they  object  to  the  implementation  of  the  Blair 
House  agreements  on  agriculture  and  oilseeds? 

Mrs.  Williams.  We  all  know,  Mr.  Hamilton,  that  France  is  vir- 
tually on  its  own  in  this.  The  real  worry  is  that  the  French  are 
going  through  an  election  in  which  they  may  elect  a  more  protec- 
tionist government  than  the  present  one.  That  seems  quite  prob- 
able. And  so  what  the  rest  of  the  EC  is  trying  to  do  is  to  carry  the 
French  on  what  has  been  agreed  and  not  have  the  whole  issue  re- 
opened. 

The  danger  of  footdragging  is  that  the  new  French  Government 
may  insist  upon  trying  to  reopen  the  whole  of  the  agricultural  set- 
tlement. 

Chairman  Hamilton.  How  long  should  Mr.  Clinton  ask  for  fast 
track  authority?  Six  months  to  2  years  is  the  range  you  hear. 


259 

Mr.  HORMATS.  My  instinct  is  he  should  ask  for  a  year.  I  do  not 
have  a  strong  feehng  about  it.  Six  months  is  too  short  a  period  of 
time.  This  administration  is  not  yet  clear  exactly  where  it  wants 
to  go  on  trade  and  the  Europeans  are  not  clear  where  they  want 
to  go  and  the  Japanese  are  not  either. 

Chairman  Hamilton.  Do  you  think  the  French  will  go  along  with 
the  Blair  House  agreements? 

Mr.  HoRMATS.  I  do  not  know  at  this  point.  I  will  tell  you  what 
I  would  do.  I  will  tell  you  how  I  would  handle  this  issue. 

As  soon  as  the  French  elections  are  over,  assuming  an  individual 
like  Balladur  is  prime  minister,  which  one  would  have  to  bet  is  the 
likely  outcome  at  this  point.  I  would  go  to  the  French  and  I  would 
say,  look,  there  are  clearly  areas  where  there  are  differences  be- 
tween us,  and  agriculture  is  one,  air  bus  is  another,  steel  is  an- 
other. There  are  certainly  many  areas  where  the  United  States  and 
France — and  I  recognize  France  is  part  of  the  Community  so  one 
cannot  do  this  in  the  most  open  way  but  one  can  do  it  informally — 
do  have  common  interests  vis-a-vis  other  countries.  I  would  accen- 
tuate those  aspects  where  we  have  common  interests  and  make 
common  cause  with  the  French  where  we  can.  And  we  will  find 
there  are  a  number  of  areas  where  that  can  be  done. 

Shirley  knows  this  a  lot  better  than  I  do.  She  could  probably 
identify  those  now  because  she's  worked  on  many  of  these,  but 
there  are  a  number  of  issues  where  we  and  the  French  could  work 
together. 

Also,  the  French — there  is  this  currency  issue  that  I  referred  to 
earlier.  And  I  think  it  is  very  important  to  underscore  the  impor- 
tance the  French  attach  to  keeping  their  currency  in  the  exchange 
rate  mechanism  with  the  Germans.  It  is  not  just  a  monetary  issue. 
It  has  national  pride  and  a  lot  of  other  things  attached  to  it. 

Chairman  Hamilton.  Is  that  an  issue  in  the  French  elections? 

Mr.  HoRMATS.  Yes.  It  is  an  issue  in  the  French  elections.  It  is 
a  complicated  issue  because  there  are  those  who  say  the  French 
economy  has  paid  too  high  a  price  in  terms  of  high  interest  rates 
for  keeping  the  franc  in  line  with  the  deutschmark  and  therefore 
they  would  say  devalue  it. 

Chairman  Hamilton.  If  the  French  election  plays  out  like  you 
suggested  a  moment  ago,  will  they  stay  within  the  guidelines? 

Mr.  Hormats.  That  is  one  big  unanswered  question.  I  would  say 
they  will  try.  I  would  say  Balladur,  if  he  were  prime  minister, 
would  try  but  it  is  a  tough  call.  It  is  one  of  the  things  the  currency 
markets  are  speculating  on  even  as  we  speak. 

If  the  French  Government  does  decide  to  try  to  maintain  this 
link  and  there  is  an  assault  in  currency  markets,  if  the  United 
States  were  to  intervene  to  support  the  franc,  it  would  have  a  very 
important  effect  on  our  relations  with  the  French  and  with  the 
Germans. 

CONCERN  ABOUT  U.S.  APPROACH  TO  GATT 

Chairman  Hamilton.  Do  any  of  the  three  of  you  have  any  con- 
cerns about  the  U.S.  approach  to  GATT  in  the  new  administration? 
Mrs.  Williams.  Yes,  I  do. 
Chairman  Hamilton.  What  are  your  concerns? 
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Mrs.  Williams,  I  think  with  great  respect  that  the  new  U.S. 
trade  representative  has  not  given  it  quite  long  enough. 

Chairman  Hamilton.  I  am  sorry.  I  did  not  understand. 

Mrs.  WlLLL\MS.  Sorry.  I  think  that  the  new  U.S.  trade  represent- 
ative is  not  giving  it  long  enough  to  see  whether  there  are  less 
confrontational  ways  of  sorting  things  out.  I  think  it  was  a  pity 
that  he  decided  last  week  to  cancel  the  talks.  I  think  at  the  very 
least  if  he  decided  to  cancel  the  talks  he  should  have  told  the  Com- 
missioner, that  is  Leon  Brittan,  before  he  made  it  public,  that  he 
was  going  to  cancel  the  talks. 

I  happen  to  know  that  Brittan  is  actually. very  strongly  pro-free 
trade  and  has  a  gpreat  deal  of  sympathy  with  the  American  position 
and  so  this  was,  to  say  the  least,  a  rather  unfortunate  thing  to  do. 

And  I  very  much  hope  that — ^but  given  there  are  real  arguments 
on  the  American  side,  I  do  not  deny  that — I  think  that  to  try  to 
use  the  existing  institutions  instead  of  trying  to  break  out  of  them 
is  important  to  do.  I  think  it  is  too  early  to  start  escalating  the 
whole 

Chairman  Hamilton.  Does  this  new  administration  give  you  con- 
cern that  it  is  going  to  be  too  protectionist? 

Mrs.  Williams.  I  do  not  know.  But  there  is  certainly  a  concern 
in  Europe  that  that  is  so.  That  could  be  so. 

Ch£iirm£m  Hamilton.  Is  that  a  general  perception  in  Europe 
today? 

Mrs.  Williams.  No,  it  is  a  general  concern.  I  do  not  think  any- 
body thinks  that  the  jury  has  come  in  again.  Nobody  knows.  But 
some  of  the  statements  made  in  the  campaign  worried  the  Euro- 
peans. 

Chairman  Hamilton.  Are  there  a  lot  of  pressures  in  Europe 
today  for  greater  protectionism? 

Mrs.  Williams.  Yes.  But  there  is  also  still  a  dominant  force 
which  is  against  them. 

Chairman  Hamilton.  Do  we  have  a  single  economic  market 
today  in  Europe? 

Mrs.  Williams.  Do  you  have  a  single  economic  market  in  Eu- 
rope? 

Chairman  Hamilton.  Do  we  have  one? 

Mrs.  Williams.  Does  the  United  States  have  one? 

Chairman  Hamilton.  No.  Do  we  have  a  single  economic  market 
in  Europe 

Mrs.  Williams.  Oh,  I  am  sorry.  Yes.  Virtually.  As  to  95  percent, 
I  would  say. 

Chairman  Hamilton.  Ninety-five  percent? 

Mrs.  Williams.  Yes.  There  are  some  elements  that  are  not. 

Chairman  Hamilton.  Do  you  see  a  lot  of  U.S. -European  trade 
tensions  in  the  next  few  years? 

Mrs.  Williams.  I  fear  them.  I  hope  I  will  not  see  them  and  one 
of  the  reasons  that  I  have  been  arguing  so  hard  here  for  a  joint  ini- 
tiative toward  the  real  problems  in  the  world  is  to  try  to  get  away 
from  an  obsession  over  what  are  relatively  technical  issues.  I  think 
it  would  be  a  tragedy  if  this  happened. 
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IMPACT  OF  NAFTA  ON  GATT 

Mr.  HORMATS.  Can  I  make  one  additional  point  on  trade  very 
briefly? 

Chairman  HAMILTON.  Sure. 

Mr.  HoRMATS.  That  relates  to  the  link  between  NAFTA  and  the 
Uruguay  round.  I  think  unless  NAFTA  passes,  the  United  States 
will  have  very  little  negotiating  credibility  in  the  Uruguay  round. 

Chairman  Hamilton.  You  favor  NAFTA? 

Mr.  Hormats.  Yes.  I  favor  NAFTA  for  a  variety  of  reasons  that 
go  beyond  the  scope  of  this  hearing  but  the  fundamental  one  is  that 
it  is  something  the  United  States  negotiated,  if  it  fails  then  other 
negotiating  partners  in  the  Uruguay  round  are  going  to  say  to 
themselves,  look,  the  Americans  could  not  get  NAFTA  through 
which  is  a  limited  agreement,  emotional  but  limited  in  scope.  How 
much  more  difficulty  are  they  going  to  have  in  getting  the  Uruguay 
round  through,  which  is  much  broader  and  more  inclusive?  So  I 
think  our  negotiating  credibility  in  the  Uruguay  round  depends  in 
significant  measure  on  that. 

FUTURE  membership  IN  THE  EC 

Chairman  Hamilton.  Let  me  ask  about  the  European  Commu- 
nity. 

Five  years  from  now  are  we  going  to  see  a  European  Community 
with  Finland  and  Sweden  and  Austria,  Norway,  Switzerland — who 
else? 

Mrs.  Williams.  I  am  not  certain  about  Switzerland.  The  Swiss 
are  strangely  kind  of  remote  from  the  world.  They  do  not  much  like 
being  involved  in  it. 

We  will  probably  see  Cyprus  and  Malta,  the  so-called  orphans. 
We  may  see  Iceland.  We  will  be  seeing,  I  think,  the  beginning  of 
a  much  closer  political  relationship  with  the  so-called  Visograd 
powers,  the  major  Central  and  Eastern  European  countries. 

Chairman  Hamilton.  Poland?  Hungary?  Czechs? 

Mrs.  Williams.  Poland,  Hungary,  Czechs  and  Slovaks. 

Chairman  Hamilton.  Slovaks? 

Mrs.  Williams.  As  long  as  the  Slovaks  do  not  blot  their  copybook 
by  picking  up  ethnic  hatreds. 

Chairman  Hamilton.  Let  me  ask,  you  expect  those  countries  to 
be  members  of  the  EC 

Mrs.  Williams.  Yes,  I  do. 

Chairman  Hamilton  [continuing].  Within  5  years? 

Mrs.  Williams.  No,  not  within  5  years  but  I  expect  them  to  be 
politically  involved  in  all  the  institutions.  The  problem  quite  sim- 
ply. Representative  Hamilton,  is  that  economically  they  cannot  at 
the  moment  take  the  full  blast  of  free  movement.  It  is  simply  im- 
possible for  them  to  do  so. 

But  one  of  the  things  that  is  essential,  particularly  for  the  Com- 
munity, to  some  extent  the  United  States,  is  that  we  stop  discrimi- 
nating against  their  exports,  which  we  are  doing  at  the  present 
time.  The  Community  is  worse  than  the  United  States  but  both  of 
us  continue  to  discriminate  against  exports  where  they  have  a  com- 
parative advantage  and,  frankly,  that  is  absolutely  crackers  be- 
cause it  is  less  than  1  percent  of  world  trade  and  yet  we  are  mak- 
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ing  life  hard  for  them  by  refusing  to  accept  exports  from  agpricul- 
tural  areas  and  steel  and  synthetic  materials  and  it  really  is  crazy 
that  we  should  be  doing  this.  We  are  much  stronger  than  they  are. 

PROSPECTS  FOR  BRITISH  APPROVAL  OF  MAASTRICHT 

Chairman  Hamilton.  Will  the  U.K.  approve  the  Maastricht 
Treaty? 

Mrs.  Williams.  I  am  part  of  the  debate.  I  think  they  probably 
will,  they  are  just  taking  a  hell  of  a  long  time  about  it.  Yes.  Around 
about  August. 

Chairman  Hamilton.  About  August? 

Mrs.  Williams.  When  people  want  to  go  on  holiday. 

Chairman  Hamilton.  They  have  a  whole  series  of  votes  on  it,  do 
they  not? 

Mrs.  Williams.  There  are  something  like  106  amendments.  Some 
of  those  are  quite  deliberate,  they  are  an  attempt  to  slow  the  proc- 
ess, there  are  filibusters  and  so  on.  The  ruling  party  of  the  govern- 
ment, the  conservative  party,  as  you  know,  is  somewhat  split  on 
the  issue  though  it  is  very  disproportionate.  It  is  maybe  one  in 
eight. 

There  will  be  a  long  drawn  out  debate  and  it  will  end  in  August 
when  people  think  they  want  to  go  and  shoot  grouse  which  hap- 
pens on  August  12th  and  it  will  end  then  and  there  will  be  a  vote. 

Chairman  Hamilton.  How  about  your  party?  How  are  they  going 
to  come  down  on  it? 

Mrs.  Williams.  My  party  is  passionately  pro. 

Chairman  Hamilton.  Pro. 

Mrs.  Williams.  Yes. 

Chairman  Hamilton.  But  they  are  going  to  vote  against  some  of 
it,  are  they  not? 

Mrs.  Williams.  No.  We  have  only  voted  against  the  government 
on  the  social  chapter  because  we  are  passionately  pro  the  social 
chapter,  too.  The  government  opted  out  of  the  social  chapter  of 
Maastricht  and  we  do  not  agree  with  them  on  that. 

Chairman  Hamilton.  But  that  will  not  stop  eventual  approval  by 
the  parliament. 

Mrs.  Williams.  I  have  no  doubt.  I  think  it  will  go  through.  It  is 
just  going  to  be  a  slow  process. 

prospects  for  the  vance-owen  plan 

Chairman  Hamilton.  OK  Let  me  wrap  up  with  some  questions 
on  Yugoslavia.  How  do  you  feel  about  the  Vance-Owen  Plan? 

Mrs.  WiLLL\MS.  Vance-Owen  Plan — I  have  to  say  what  I  said  be- 
fore, I  think  you  were  not  in  the  room  at  the  time,  which  is  that 
the  Vance-Owen  Plan  which  gives  the  Serbs  just  over  half  the  terri- 
tory of  Bosnia,  is  itself  less  than  the  Serbs  now  occupy.  They  oc- 
cupy about  72  percent  as  far  as  we  know.  Therefore,  even  to  make 
the  Vance-Owen  Plan  work  is  going  to  take  a  great  deal  of  muscle 
and  possibly  the  threat  of  military  intervention. 

Chairman  Hamilton.  You  support  the  efforts  now,  though,  that 
are  being  built  around  the  Vance-Owen  Plan? 

Mrs.  Williams.  I  think  there  is  no  alternative. 

Chairman  Hamilton.  Do  you,  Mr.  Hyland? 
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Mr.  Hyland.  With  reservations.  I  think  it  is  a  terrible  plan.  It 
is  only  a  step  removed  from  appeasement  and  rewarding  the  Ser- 
bians but  what  else  there?  As  Mrs.  Williams  said,  it  is  the  only 
game  in  town.  I  think  our  approach  to  it  has  been  half-baked  and 
badly  thought  through.  I  have  no  idea  what  the  policy  of  the  Clin- 
ton administration  amounts  to  but  I  hope  it  works.  The  plan  is  a 
partition  of  Bosnia.  We  should  not  kid  ourselves  that  what  we  are 
doing  is  not  partitioning  this  so-called  sovereign  state,  and  that 
may  come  back  to  haunt  us. 

Chairman  Hamilton.  All  of  you  would  agree,  I  presume,  that 
whatever  is  agreed  upon,  if,  indeed,  there  is  any  agreement  at  all, 
will  be  very  fragile,  very  tough  to  enforce,  and  will  probably  not  as- 
sure or  promise  long-term  stability. 

Mrs.  Williams.  Yes. 

Mr.  Hyland.  I  agree  with  that  and  that  is  one  reason  I  do  not 
think  the  U.S.  troops  should  be  part  of  the  peacekeeping  operation. 

Chairman  Hamilton.  We  should  not  be  a  part  of  the  enforcement 
of  the  agreement. 

Mr.  Hyland.  No.  The  only  way  to  enforce  the  agreement  is  to 
fight  and  we  will  end  up  in  combat.  And  I  think  this  is  not  some- 
thing the  United  States  should  do. 

peacekeeping  role  for  NATO  IN  THE  FORMER  YUGOSLAVIA 

Chairman  Hamilton.  The  paper  this  morning  mentioned  the 
possible  deployment  of  50,000  NATO  troops.  It  would  appear  that 
NATO  is  beginning  to  take  seriously  its  role  in  the  enforcement  of 
this  agn^eement. 

Is  that  the  right  thing  or  the  wrong  thing  for  NATO  to  do? 

Mrs.  Williams.  I  disagree  very  strongly  with  Mr.  Hyland  on  this 
one.  I  think  we  have  got  to  intervene.  I  think  it  has  to  be  done  by 
NATO.  I  think  the  United  States  will  be  a  minor  part  of  that 
50,000  but  it  has  to  be  there. 

I  think  we  cannot  allow  the  unfolding  of  this  to  happen. 

Chairman  Hamilton.  Why  do  you  say  we  will  be  a  minor  part 
of  it? 

Mrs.  Williams.  Because  of  the  50,000  troops,  I  do  not  think  the 
United  States  would  be  expected  to  provide  the  majority  but  a  part 
of  those  troops. 

I  also  think  that  what  is  happening  in  Bosnia  is  on  a  scale  so 
frightful  that  we  simply  have  to  take  action  to  stop  it  and  I  hope 
the  United  States  would  at  the  very  least  agree  to  try  to  press  tor 
systematic  rape  to  be  made  a  war  crime. 

FAILURE  OF  EUROPE  IN  YUGOSLAVIA 

Chairman  Hamilton.  One  of  the  comments,  Mrs.  Williams,  you 
hear  frequently  in  this  institution  is  the  failure  of  Europe  to  deal 
with  the  problem  of  Yugoslavia.  Do  you  agree  with  that? 

Mrs.  Williams.  It  is  a  moral  failure  but  what  many  people  do 
not  realize  is  that  the  Community  has  no  military  arm  of  any  kind. 
It  does  not  exist.  It  is  not  there. 

Chairman  Hamilton.  There  was  a  long  time,  several  months 
anyway,  in  our  policy  when  we  were  looking  to  Europe  to  take  the 
lead  on  Yugoslavia. 

Mrs.  Williams.  Right. 
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Chairman  Hamilton.  Did  we  make  a  big  mistake? 

Mrs.  Williams.  No,  you  were  right  to  expect  that.  I  merely  make 
the  point  that  as  the  thing  got  to  the  stage  where  only  military 
intervention  could  have  worked  there  was  no  mechanism  whatso- 
ever in  the  Commimity,  which  has  no  defense  dimension,  as  I  men- 
tioned, to  enable  that  to  happen. 

I  wish  that  Britain  and  France  had  gone  to  NATO  and  said,  we 
think  we  should  intervene  and  we  want  American  support  in  doing 
so.  That  they  did  not  do  so  in  my  view,  and  especially  Britain,  was 
something  of  a  moral  failure  but  I  do  not  feel  that  any  western 
power  can  be  exempted  from  what  is  happening  in  Bosnia  at  the 
present  time. 

DRAWING  THE  LINE  AT  KOSOVO  AND  MACEDONIA 

Chairman  Hamilton.  Are  we  right  to  draw  the  line  as  President 
Bush  did  and  as  President  Clinton  has  reaffirmed  on  Kosovo  and 
Macedonia?  Warning  Milosevich  if  the  conflict  spreads  there  we 
will  use  force? 

Mr.  Hyland.  I  think  it  was  a  very  dangerous  and  irresponsible 
thing  to  do  by  both  Bush  and  Clinton.  This  is  virtually  a  blank 
check.  This  says  if  anything  happens  in  Kosovo,  we  are  going  to 
fight.  I  do  not  believe  that  anyone  came  up  to  the  Congress  and 
said  that  a  war  for  Kosovo  is  coming  down  the  road. 

I  think  this  has  been  very  badly  handled. 

Chairman  Hamilton.  It  is  certainly  a  vague  commitment,  is  it 
not? 

Mr.  Hyland,  It  is  a  vague  commitment,  and  it  is  so  vague  that 
maybe  that  is  the  virtue  of  it.  But  since  it  was  private,  it  is  a  little 
bit  difficult  to  know  exactly  what  was  involved.  But  it  sounds  to 
me  that  we  are  not  willing  to  intervene  to  save  Bosnia,  but  we  are 
willing  to  intervene  to  save  Kosovo  because  we  fear  the  expansion 
of  the  war.  I  think  that  is  a  totally  nutty  policy. 

impact  of  arms  embargo  on  BOSNIAN  MUSLIMS 

Mr.  Royce.  Let  me  interject  here  if  I  could. 

Chairman  Hamilton.  Mr.  Royce. 

Mr.  Royce.  One  of  the  questions  I  have,  when  I  in  the  past  have 
spoken  with  people  from  Bosnia  who  have  followed  this  situation, 
the  perplexing  thing  to  them  is  that  most  of  the  Serb  advances 
occur  because  of  Serb  armor  and  they  do  not  have  antitank  guns 
and  they  do  not  have  any  artillery  to  do  any  counter  battery  work 
against  the  Serb  artillery.  And  they  point  out  that  they  at  least 
could  have  checked  Serb  advances  if  the  international  community 
had  not  prohibited,  for  example,  the  Moslem  world  from  sending 
them  the  antitank  guns  and  sending  them  the  artillery  that  they 
could  have  used  in  order  to  get  an  equilibrium  in  the  situation. 
And  they  point  out  that  without  an  equilibrium,  despite  the  fact 
that  their  armed  forces  have  more  men  under  arms,  since  this  daily 
slaughter  when  you  are  up  against  tank  columns,  this  is  a  foregone 
conclusion  in  terms  of  how  this  is  going  to  play  out.  They  are  just 
going  to  continue  to  lose  territory  forever. 

And  so  why  is  it  that  the  European  Community  will  not  rally  to 
the  idea  of  at  least  allowing  the  Bosnian  state  to  import  arms  for 
its  own  protection  against  what  now  is  evidently  armor  that  is 
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being  transported  from  the  state  of  Serbia  into  the  Bosnian  state. 
I  cannot  fathom  this. 

Mrs.  Williams.  It  is  not  the  Community,  it  is  the  U.N.  It  is  a 
U.N.  embargo  so  presumably  we  are  involved  in  this  embargo. 

Obviously  if  the  embargo  had  worked  both  ways,  it  would  have 
made  more  sense  because  it  would  have  kept  the  level  of  fighting 
down.  But  you  are  quite  right,  the  embargo  has  not  operated  effec- 
tively against  the  Serbian  forces  because  they  took  over  almost  all 
of  the  artillery  that  the  Yugoslav  army  had  and  it  fell  to  the  Serbs. 
None  of  it  or  virtually  none  of  it  fell  to  the  Bosnian  Muslims  and 
so  there  are  in  fact  men  fighting  with  rifles  against  heavy  tanks. 
My  own  feeling  is  that  we  should  have  tried  to  make  the  embar- 
go work  both  ways  but,  failing  that,  I  have  a  lot  of  sympathy  with 
the  point  you  make. 

Mr.  ROYCE.  Well,  do  you  see  anything  we  could  do  to  change 
this? 

Mrs.  Williams.  I  think  all  we  can  do  now  is  to  bring  in  the 
50,000  NATO  peacekeepers  to  enforce  the  Owen-Vance  peace  trea- 
ty- 
Mr.  Hyland.  I  think  the  embargo  was  a  strange  sanction.  It  had 
to  favor  Serbia.  Serbia  has  the  Yugoslav  army.  So  if  you  embargo 
weapons  to  all  parties,  then  it  automatically  favors  the  Serbians. 

WHERE  arms  embargo  ORIGINATED 

Mr.  RoYCE.  Who  pushed  that  embargo,  if  I  could  ask? 

Mr.  Hyland.  I  think  just  the  mindlessness  of  the  international 
bureaucracy  and  internationalism  that  accounts  for  a  lot  of  things 
at  the  U.N.  It  sounded  like  a  good  thing  at  the  time  in  order  to 
punish  Serbia. 

A  weird  aspect  of  this  is  that  Croatia,  which  had  almost  no  forces 
at  the  beginning  of  this  crisis,  now  has  a  reasonably  first-class 
army,  good  enough  to  drive  the  Serbs  out  of  parts  of  Dalmatia. 
Where  did  they  get  the  equipment?  I  have  seen  pictures  of  Cro- 
atian tanks.  It  is  an  awfully  suspicious  affair. 

So  I  am  not  so  sure  that  the  tj.N.  embargo  is  all  that  watertight 
or  that  Bosnians  could  not  get  weapons. 

Mr.  RoYCE.  Did  the  U.S.  State  Department  push  that  embargo? 

Mr.  Hyland.  Oh,  yes. 

Mr.  RoYCE.  Can  you  name  who  in  the  U.S.  State  Department 
was  primarily  responsible?  I  mean,  you  follow  these  events. 

Mr.  Hyland.  No,  I  do  not  know.  I  think  it  was  just  part  of  the 
administration's  policy. 

Mr.  RoYCE.  Do  you  think  it  was  Mr.  Eagleburger  or 

Mr.  Hyland.  I  do  not  think  it  was  an  insidious  cabal  or  anything 
of  that  sort.  I  suspect  it  came  from  the  President  on  down,  because 
they  wanted  to  do  something.  That  is  the  same  with  the  no-fly 
zone.  What  is  the  purpose  of  the  no-fly  zone?  To  keep  whose  planes 
out? 

Mr.  RoYCE.  Thank  you. 

Chairman  Hamilton.  Well,  thank  you  very  much  for  your  ap- 
pearance. 

I  am  sorry  for  all  the  interruptions  we  have  had  this  morning  but 
you  are  all  familiar  enough  with  this  institution  to  know  how  it 
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works,  so  we  thank  you  for  your  patience.  The  committee  stands 
adjourned. 

[Whereupon,  at  12:20  p.m.,  the  committee  was  adjourned.] 
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Never  has  an  American  president  assumed  office  with  a  better  chance  of  contributing 
to  peace  between  Israel  and  its  Arab  neighbors.  This  does  not  mean  that  peacemaking  will 
be  easy,  or  that  it  can  be  delegated  to  mid-level  bureaucrats.  It  means,  simply,  that  the  parties 
to  the  conflict,  at  least  for  the  moment,  seem  prepared  to  negotiate  seriously.  But  they  have  been 
waiting  since  last  summer  for  American  leadership  to  help  bridge  differences.  As  a  result, 
frustrations  exist  on  both  sides,  and  the  current  impasse  over  the  Palestinian  deportees  in  Lebanon 
could  complicate  the  resumption  of  negotiations.  Still,  leaders  in  Israel,  Syria,  Jordan  and  among 
the  Palestinians  are  ready  to  get  down  to  business.  Egypt,  Saudi  Arabia,  the  Europeans  and  the 
Japanese  are  all  prepared  to  play  helpful  facilitating  roles. 

If  this  somewhat  optimistic  picture  is  accepted  as  valid,  why  not  simply  sit  back  and  let 
the  parties  make  peace  on  their  own?  After  all,  it  is  said,  we  cannot  want  peace  more  than  they 
do.  And  we  do  have  many  competing  foreign  policy  priorities.  The  answer  is  that  the  forces 
for  peace  in  Israel  and  the  Arab  world  are  not  unchallenged.  Strong  opposition  exists.  Leaders 
operate  under  tight  domestic  constraints.  They  are  all  reluctant  to  be  seen  as  making  concessions 
to  historic  enemies.  Only  with  the  United  States  as  mediator  will  leaders  move  from  their  well- 
known  positions.    And  time  is  not  working  in  favor  of  the  moderates. 

The  United  States,  and  the  president  personally,  should  tackle  the  Arab-Israeli 
conflict  fur  one  simple  reason:  to  do  so  serves  American  national  interests.  Peace  between 
Israel  and  its  Arab  neighbors  will  serve  to  strengthen  American  influence  in  a  region  that  is  still 
of  crucial  importance;  it  will  help  curtail  radical  movements;  it  will  make  it  easier  to  deal  with 
the  potential  threats  from  Iran  and  Iraq;  and  it  may  slow  the  proliferation  of  weapons  of  mass 
destruction.  Few  dispute  the  desirability  of  Arab-Israeli  peace  for  American  interests;  some 
question  its  feasibility;  and  many  worry  about  its  cost  Suffice  it  to  say  that  the  task  is  not 
unmanageable— only  difficult;  the  costs  may  be  substantial,  but  not  compared  to  the  cost  of  war; 
and  the  United  States  has  invested  so  heavily  in  Arab-Israeli  peacemaking  since  1967  that  it 
would  be  a  mockery  of  these  past  efforts  to  abandon  the  process  now  that  it  is  about  to  bear  fruit. 

Even  if  1  am  projecting  too  optimistic  a  picture  of  the  prospects  for  peace,  the  worst  that 
could  happen  would  be  that  our  efforts  might  prove  inadequate  to  the  task.  The  differences 
between  Arabs  and  Israelis  may  still  be  too  great  to  bridge.  But  failure  is  certain  without  our 
engagement.  Our  fundamental  interests  will  be  better  protected  by  making  a  good  faith  effort, 
even  if  it  fails,  than  by  abandoning  the  coiu-se  now. 

In  brief,  the  president  and  the  secretary  of  state,  with  the  full  backing  of  Congress, 
should  try  to  get  the  parties  back  to  the  negotiating  table,  and  then  should  begin  to  play  the 
role  uf  mediator  at  a  high  enough  level  to  get  political  decisions.  The  focus  of  the  real 
negoiiaiions  should  shift  from  the  official  teams  in  Washington  to  the  decision  makers  in  Middle 
East  capitals,  with  American  officials  providing  essential  lines  for  communication  between  them 
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and  helping  to  crystallize  concq)ts  for  resolving  the  issues  in  dispute.   Several  guidelines  form 
past  negotiations  may  be  useful. 

Lessons  of  the  Past 

To  deal  effectively  with  challenges  in  the  Middle  East,  the  Clinton  Administration  would 
do  well  to  learn  firom  the  past  record  of  success  and  failure.  When  American  policies  have 
produced  desired  results,  as  in  the  drafting  of  UN  Resolution  242  in  1967.  in  the  1974-73 
disengagement  talks,  the  Caiap  David  and  peace  treaty  negotiations  in  1978-1979,  and  the 
diplomacy  leading  to  the  Madrid  conference  in  1991,  several  common  elements  can  be  seen: 

-There  must  be  a  realistic  ai?praisal  of  the  regional  situation.  To  influence  governments 
in  the  Middle  East,  politicians  in  Washington  must  be  keenly  aware  of  what  is  taking  place  there. 
Sustained  dialogue  with  the  parties  to  the  conflict  is  the  best  way  to  develop  the  necessary 
sensitivity  to  the  real  political  constraints  that  exist  As  with  medicine,  correct  diagnosis  is  the 
key  to  effective  prescription.  An  early  trip  to  the  region  by  the  Secretary  of  State  should  be 
considered. 

-The  president  and  his  top  advisers  must  be  involved  and  must  work  in  harmony.  Unless 
the  prestige  and  power  of  the  White  House  are  clearly  behind  American  policy  initiatives,  leaders 
in  the  Middle  East  will  not  take  them  seriously.  This  is  one  reason  that  special  envoys  from 
Washington  rarely  succeed.  Bureaucratic  rivalries  and  presidential  disengagement  will  also 
weaken  the  credibility  of  any  American  policy.  When  policies  have  succeeded,  Nixon  and 
Kissinger,  Carter  and  Vance,  Bush  and  Baker  were  seen  to  be  working  closely  together.  Failures 
are  associated  with  the  Kissinger-Rogers  rivalry  and  the  long-running  Shultz-Weinberger 
arguments  over  policy  toward  Lebanon  and  arms  to  Arab  countries.  In  these  latter  cases, 
presidents  who  were  ambivalent  or  uninterested  allowed  these  quarrels  to  undermine  their 
policies.  Had  they  cared  enough,  however,  each  president  had  the  power  to  end  these  feuds. 
One  of  the  few  unquestioned  powers  of  a  president  is  to  fire  any  top  adviser  who  does  not  meet 
his  suindards.  Bureaucratic  rivalries  are  commonplace,  but  presidents  do  not  have  to  put  up  with 
them  indefinitely. 

-The  domestic  basis  of  suptwrt  for  American  policy  in  the  region  needs  to  be  constantly 
developed.  This  means  that  presidents  must  work  with  Congress  and  must  explain  their  purposes 
to  the  American  public,  especially  if  the  costs  of  the  policy  are  likely  to  be  substantial. 
Presidents  who  are  unskillful  in  managing  the  domestic  politics  of  foreign  policy  will  undermine 
their  own  purposes.  The  ability  to  mobilize  support  seems  to  be  very  much  tied  to  context: 
Johnson  had  broad  backing  for  his  Middle  East  policy  in  1967,  while  he  was  losing  support  for 
his  Vietnam  policy;  Nixon  won  praise  for  his  foreign  policy,  while  losing  his  base  over 
Watergate;  Carter  succeeded  in  his  Arab-Israeli  diplomacy,  while  simultaneously  losing  ground 
over  Iran  and  the  hostage  crisis;  Reagan  was  universally  praised  for  his  September  1.  1982 
speech  on  the  Middle  East,  and  universally  criticized  for  the  Iran-Contra  fiasco;  Bush  won 
domestic  laurels  in  the  war  against  Iraq,  only  to  see  his  standing  in  the  polls  drop  within  a  matter 
of  months.  The  lesson  must  surely  be  that  high-level  attention  to  the  home  front  is  a  constant 
preoccupation. 

-Success  as  a  mediator  requires  both  a  .sense  for  process  —  the  procedures  for  bringint: 
the  parties  to  the  negotiations  -  and  for  substance.  Issues  rarely  arise  that  are  devoid  of 
substantive  implications.    The  question  of  who  comes  to  the  negotiating  table,  the  structure  of 
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the  agenda,  and  the  symbols  associated  with  the  peace  piocess  are  all  likely  to  convey  powerful 
substantive  messages  to  the  parties  in  the  Middle  East  The  United  States  cannot  advance  the 
search  for  peace  between  Israel  and  the  Arabs  by  sinq>ly  playing  die  role  of  mailman;  nor  can 
it  design  a  blueprint  and  impose  it  oo  leloctant  parties.  In  between  these  extremes  lies  the  proper 
role  for  the  United  States  —  catalyst,  enosizer,  firiend,  nag,  technician,  architect  —  some  of  each 
of  these  roles  has  been  necessary  whenever  the  United  States  has  succeeded  in  tsidging  the  gaps 
between  Arabs  and  Israelis.  Carrots  and  sticks  nnist  both  be  used,  sometimes  in  combination, 
to  influence  reluctant  parties.  PaUic  acrimony  is  usually  counterproductive,  although  a  di^lay 
of  presidential  temper  is  sometimes  useful  to  underscore  soious  intent  Threats  to  abandon  the 
peace  process  are  only  effective  with  die  weakest  parties,  and  often  lack  credibility  in  any  case. 

—A  substantial  investment  in  quiet  diplomacy,  in  "pre-neeotiation"  exploration  of  the 
terrain,  will  be  required  before  deals  can  be  cut  Formal  settings,  conferences,  and  direct 
negotiations  are  important  for  symbolic  purposes,  but  most  progress  is  made  in  secret  talks  with 
the  top  leadership  in  the  region.  Presidential  letters,  menKvanda  of  understandings,  and  private 
commitments  will  all  be  part  of  the  pmccss  of  nudging  parties  toward  agreement  Leaks  of 
sensitive  information  and  off-hand  remarks  can  complicate  delicate  negotiations.  Ught  discipline 
is  needed.  Words  have  consequences.  Not  everything  can  be  discussed  in  public,  although 
excessive  secrecy  can  also  backfire.  Each  participant  in  the  negotiating  process  need  not  be  told 
exactly  the  same  thing,  but  any  deliberate  deception  will  prove  countoproductive.  One  should 
assume  that  much  of  what  one  says  will  eventually  be  leaked  by  someone.  All  the  more  reason 
to  avoid  duplicity. 

-Timing  is  crucial  for  successful  negotiations.  The  American  political  calendar  does  not 
allow  much  time  for  launching  initiatives  and  seeing  them  through  to  completion.  In  addition, 
the  parties  in  the  region  may  not  be  ready  to  move  when  the  politicians  in  Washington  are.  One 
reason  that  crises  are  so  often  followed  by  initiatives  is  that  crises  tend  to  convince  all  parties 
to  agree  that  something  new  must  be  tried.  Those  who  argue  for  a  passive  stance,  in  the  belief 
that  time  will  work  in  favor  of  accomnMxlation,  have  the  burden  of  evidence  against  them.  The 
deliberate  policy  of  doing  nothing  in  the  period  1970-73  led  to  a  major  wan  the  stalemate  of  the 
1980s  led  to  the  intifada  and  may  have  helped  create  the  atmosphere  in  the  Arab  world  that  led 
Saddam  Hussein  to  believe  that  he  could  get  away  with  his  invasion  of  Kuwait  To  say  that  each 
of  these  crises  was  followed  by  peace  initiatives  is  hardly  a  recommendation  for  deliberately 
provoking  crises.  Policy  that  only  reacts  to  crises  is  extremely  dangerous.  President  Carter 
demonstrated  in  1977  that  it  was  not  necessary  to  wait  for  an  explosion  before  taking  an 
initiative.  Too  often,  however,  initiatives  have  only  come  in  the  aftermath  of  wars  or  violence. 
President  Clinton  will  have  the  opportiuuty  to  tackle  the  Arab-Israeli  conflict  without  the  prod 
of  an  imminent  crisis,  but  rather  at  a  moment  of  some  expectancy  that  positive  results  can  be 
achieved  through  negotiations. 

The  Need  for  an  American  Mediating  Role 

By  1 992,  the  United  States  had  succeeded  in  launching  a  new  roimd  of  negotiations,  more 
promising  in  architectural  design  and  in  scope  than  any  before.  The  general  firamework  for 
negotiations  could  be  distilled  from  previous  positions  —  mainly  242  and  Camp  David  ~  but  the 
road  map  to  peace  was  sketchy  at  best 
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Almost  certainly,  the  United  States  will  be  called  upon  to  help  elaborate  the  contents  of 
future  peace  agreements  if  the  negotiations  are  to  succeed.  Nothing  in  the  historical  record 
suggests  that  the  parties  will  reach  agreement  if  left  alone  in  direct  negotiations. 

In  many  ways,  the  American  role  in  the  future  should  be  easier  to  play  than  in  the  past. 
The  Soviet  Union  as  a  rival  and  potential  spoiler  is  no  more.  The  globalist  t»as  that  often 
adversely  affected  American  policy  in  the  Middle  East  has  lost  its  rationale.  Public  opinion  is 
more  prone  than  ever  to  support  an  evenhanded  stance  toward  the  Arab-Israeli  conflict  This 
provides  a  degree  of  tactical  flexibility  for  a  president  seeking  to  find  common  ground  between 
Arabs  and  Israelis. 

Perhaps  most  encouraging  for  the  peace  process  is  the  evidence  that  many  Israelis 
and  many  Arabs  are  tired  of  the  conflict  and  are  finally  ready  for  a  historic  compromise. 
Without  such  sentiment  in  the  region,  the  United  States  can  do  little  to  promote  peace.  The 
Israeli  elections  in  1992  brought  to  power  a  govenunent  committed  to  swift  movement  in  the 
negotiations,  in  contrast  to  the  go-slow  approach  of  the  Shamir  government. 

The  record  of  the  peace  process  since  1967  shows  that  progress  is  not  incremental  or 
continuous.  More  frequently,  long  periods  of  stalemate  have  been  succeeded  by  bursts  of  activity 
that  have  produced  substantial  changes  in  the  nature  of  the  Arab-Israeli  conflict.  Then  the  parties 
seem  to  need  some  time  to  absorb  the  results,  to  ready  themselves  for  another  major  move,  to 
build  support  on  the  domestic  front 

One  can  credibly  argue  that  the  1980s  represented  an  unusually  long  lull  in  the  peace 
process,  and  that  the  stage  is  set  in  the  early  1990s  for  significant  breakthroughs.  One  possibility 
would  be  moves  toward  a  Syrian-Israeli  treaty,  based  on  full  peace  and  recognition  for  Israel, 
extensive  security  arrangements  to  reduce  the  chance  of  surprise  attack,  and  Israeli  recognition 
of  Syrian  sovereignty  on  the  Golan  Heights.  All  of  these  principles  could  be  implemented  over 
a  period  of  years. 

On  the  Israeli-Palestinian  front,  the  prospects  for  an  overall  agreement  are  less 
promising.  But  some  form  of  interim  agreement  which  would  allow  Palestinians  extensive 
authority  to  govern  themselves  in  the  West  Bank  and  Gaza,  while  Israel  retained  control  over 
security,  seems  feasible.  Eventually,  the  very  complex  problem  of  Israeli  settlements  and  the 
status  of  east  Jerusalem  will  have  to  be  confronted,  but  they  may  be  fmessed  in  the  interim  stage 
by  common  consent  And  if  progress  is  made  on  the  Syrian  and  Palestinian  negotiating  fronts, 
the  Lebanese  and  Jordanians  will  not  be  far  behind. 

For  the  peace  process  to  move  ahead  in  these  uniquely  hopeful  circumstances,  American 
leadership  will  be  needed.  That  prospect  is  somewhat  challenged  by  a  revival  of  isolationist 
sentiment  in  the  United  States.  This  affects  Middle  East  policy  less  than  other  foreign  policy 
issue  areas,  but  places  a  limit  on  any  initiative  that  is  likely  to  require  substantial  resources.  As 
a  result  the  United  States,  while  still  playing  the  key  mediating  role,  will  have  to  find  partners 
who  can  help  underwrite  steps  toward  peace,  toward  regional  development  and  toward  arms 
conu-ol. 

Time  is  of  the  essence,  not  so  much  because  peace  must  be  achieved  suddenly  or  nut 
at  all.  Rather,  the  process  is  likely  to  take  time,  which  means  that  political  leaders  in  the 
region  must  be  able  to  show  results  early  and  often  if  they  are  to  retain  needed  support. 
This  is  especially  true  in  Israel,  where  opinion  is  still  deeply  divided,  and  among  the  Palestinians, 
where  public  sentiment  plays  a  larger  part  than  in  most  Arab  regimes.    A  prolonged  stalemate 
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in  the  peace  process  will  frustrate  moderates  on  both  sides  of  the  conflict,  will  lead  to  public 
disinterest  in  the  United  States,  and  will  set  the  stage  for  future  crises  in  a  radicalized  Middle 
East  whose  oil  resources  will  be  increasingly  inq>ortant  for  the  industrialized  west 

If  President  Clinton  and  his  foreign  policy  team  play  their  parts  well,  they  can  help 
advance  the  peace  process.  If  they  falter,  they  risk  jeopardizing  American  interests.  For  better 
or  worse,  they  will  not  be  allowed  to  ignofe  the  region  for  long. 
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Research  Council  International  Fellowship  (1966-1968),  the  Council  on  Foreign  Relations 
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Prepared  Statement  of  Dr.  Kenneth  W.  Stein,^  Associate  Professor  of  Near 
Eastern  History  and  Political  Science,  and  Director,  Middle  East  Re- 
search Program,  Emory  University 

the  middle  east  and  the  end  of  the  cold  war 

Mr.  Chairman,  let  me  begin  by  thanking  you,  the  conmiittee  members,  and  your 
staff  for  inviting  me  to  provide  you  with  an  assessment  of  the  present  status  and 
future  shape  of  American  foreign  policy  toward  the  Middle  East. 

Over  the  last  forty-five  years,  American  foreign  policy  priorities  toward  the  Middle 
East  have  been  relatively  consistent  and  bi-partisan.  Our  shortcomings  have  come 
where  we  have  been  unaole  to  curb  or  control  issues  that  are  unfamiUar  and  anath- 
ema to  our  democratic  heritage  and  western  liberal  tradition:  terrorism,  religious 
extremism,  and  authoritarian  governance.  Historically,  our  foreign  policy  objectives 
in  the  Middle  East  have  been  essentially  two-fold,  with  a  third  component  univer- 
sally and  more  recently  applicable  for  all  regions  of  the  world.  First,  we  have  sup- 
ported and  defended  Israeli  security  and  have  been  the  central  choreographer  in  the 
Arab-IsraeU  negotiating  process.  Correspondingly,  we  have  sustained  tnose  coun- 
tries that  seek  normalized  relations  witn  Israel.  Second,  because  access  to  the  oil 
resources  remains  a  priority  national  interest  for  the  United  States  in  the  Middle 
East,  we  have  protected  the  territorial  integrity  of  Arab  states  that  produce  oil.  We 
sought  to  deny  to  the  Soviet  Union  access  to  and  through  the  region  and  used  our 
support  of  both  Israel  and  friendly  Arab  states  to  promote  that  interest.  More  re- 
cently, we  added  a  third  component  to  our  foreign  policy  in  general:  the  promotion 
of  human  rights  and  individual  freedoms.  In  comparison  to  other  regions  of  the 
world,  the  Middle  East  in  general  is  probably  least  prepared  to  advance  the  pace 
of  human  rights  and  democratic  values  and  yet  there  are  some  nascent  expressions 
of  progress  which  deserve  notice  and  reinforcement.  The  American  people  have 
much  to  be  proud  about  in  terms  of  the  foreign  policy  we  have  implemented  and 
the  goals  we  have  achieved.  As  we  move  into  the  next  century,  the  United  States 
can  and  should  support  both  these  same  strategic  interests  and  moral  goals.  If  they 
are  carried  out  in  tandem  and  with  vigor,  these  interests  and  goals  will  reinforce 
and  enrich  one  another;  they  will  also  contribute  to  broadening  democratic  processes 
and  limit  the  growth  of  the  non-pluralistic  problems  we  consider  unnerving  and  del- 
eterious to  our  interests. 

Refining  and  defining  our  foreign  policy  for  the  region  comes  at  an  especially  in- 
teresting juncture  in  NCddle  Eastern  nistory:  the  end  of  the  Cold  War  and  the  begin- 
ning of  terminating  the  Arab-Israeli  conflict.  It  comes  when  indigenously  generated 
issues  and  in  the  Arab  world  are  generating  new  tensions  whicn  we  must  under- 
stand fuUy  and  factor  into  a  our  foreign  policy  making.Neither  the  end  of  the  cold 
war  nor  the  deceleration  of  the  Arab-Israeli  conflict  should  prevent  the  U.S.  from 
reaffirming,  sustaining,  and  expanding  defense  of  our  strategic  and  moral  interests. 
For  the  United  States  the  Cold  War  had  many  aspects  and  causes.  It  was 
geostrategic  and  geopolitical;  it  was  anti-communist  and  anti-Soviet;  and,  it  aimed 
at  restructuring  political  alliances  and  extending  our  military  successes  after  World 
War  II.  In  the  united  States,  our  commitment  to  win  the  Cold  War  effected  our  reli- 
ance on  military  solutions  to  world  problems.  Our  military  industrial  complex  grew, 
our  infrastructure  decayed,  our  deficits  rose,  our  level  of  investments  declined,  and 
our  executive  branch  increased  its  potency  in  making  foreign  policy.  But  our  value 
system  triumphed.  And  now  we  seek  to  remedy  the  impact  and  consequences  of  the 
Cold  War's  domination  of  our  domestic  scene.  In  doing  so  we  can  not  abandon  our 
former  and  present  foreign  successes;  a  policy  of  isolation  will  not  insure  the  broad- 
ening of  democratic  values  nor  assure  us  continued  access  to  the  region's  oil. 

Obviously,  the  existence  of  the  Cold  War  and  the  Arab-Israeli  conflict  influenced 
the  relationship  between  the  superpowers  as  well  as  the  historical  development  of 
the  Middle  East.  The  presence  of  both  disputes,  in  combination  with  the  century 
long  struggle  to  eliminate  Ottoman,  British,  French,  and  Russian  imperial  presence, 


^Dr.  Kenneth  W.  Stein  is  an  Associate  Professor  of  Near  Eastern  History  and  Political  Science 
at  Emory  University  in  Atlanta,  Georgia.  These  remarks  are  culled  from  a  combination  of  his 
recent  scholarly  publications,  numerous  visits  to  the  region,  and  current  academic  research.  In 
1991,  with  Ambassador  Samuel  W.  Lewis,  he  wrote  "Making  Peace  Among  Arabs  and  Israelis: 
Lessons  from  Fifty  Years  of  Negotiating  Experience."  His  February  1993,  he  published  in 
Politique  Etrangere,  'The  Clinton  Administration  and  the  Arab-Israeli  Peace  Process:  Apprehen- 
sions, Realities,  and  Prospects."  To  the  contents  of  these  publications,  he  has  added  his  impres- 
sions from  four  tripe  to  the  Middle  East  in  the  last  ten  months,  which  have  taken  him  on  sev- 
eral occasions  to  Egypt,  Israel,  Jordan,  and  Qatar.  Finally,  the  monograph  he  is  writing  on  the 
history  of  Arab-Israeli  diplomacy  has  provided  important  historical  perspective  to  an  under- 
standing and  assessment  of  the  region  and  its  future  directions. 
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deflected  the  natural  evolution  of  political  ferment.  The  few  controlled  the  destiny 
of  many.  At  the  end  of  World  War  II,  national  political  figures  in  the  region  emerged 
from  a  small  coterie  of  bourgeois  leaders.  The  masses  were  not  really  represented 
in  political  decision-making.  Before  and  after  World  War  II  experiments  in  liberal 
democratic  practices  were  tried  in  Egypt  and  Syria.  They  failed.  Political  fragpmenta- 
tion  and  gridlock  ensued.  Individual  charisma,  a  politicians  region  of  origin,  and 
family  affiliation  were  stronger  attractions  than  newly  organized  political  institu- 
tions such  as  parliaments  or  political  parties.  Sectarian,  class,  ana  personal  inter- 
ests prevailed.  Attempted  government  coalitions  were  short-lived.  Compounding  the 
difficulties  in  the  experiments  in  democratic  practices  was  the  sudden  failure  of 
Arab  re^mes  to  defeat  Israel.  Those  in  power  were  blamed  for  the  Palestine  debacle 
and  their  nationalist  legitimacy  tarnished.  They  were  summarily  replaced  by  Arab 
and  pan-Arab  nationalist  ideologies  conveyed  by  a  new  class  of  Arab  military  lead- 
ers. Almost  half  a  century  later,  after  enormous  advances  in  literacy  and  education 
in  the  Arab  world,  the  middle  and  lower  classes  now  seek  a  role  in  political  decision- 
making. The  coercive  and  prolonged  nature  of  military  regimes  are  now  being  held 
more  accountable  for  bloated  bureaucracies,  failed  economic  systems,  employment 
deficiencies,  and  abridging  individual  freedoms.  Slowly  succumbing  to  materialism 
and  individualism,  general  publics  in  the  Arab  Middle  tlast  want  better  life  styles 
and  they  want  them  sooner.  Likewise,  the  most  genuine  populist  movement  in  the 
region  in  the  1940s,  the  Moslem  Brotherhood,  had  its  evolution  truncated  by  the  im- 
position of  pan-Arabist  ideology,  which  itself  failed  by  the  end  of  the  1960s.  Fun- 
damentalist Islamic  groups  in  the  Middle  East  today  are,  in  part,  revivals  of  ideas 
and  movements  that  were  outlawed  in  Egypt,  Syria,  and  Jordan  in  the  1950s.  Their 
major  appeal  to  many  Moslem  Arabs  today  is  the  sense  of  disenfranchisement  they 
sense  and  the  inability  of  current  regimes  to  deliver  goods  and  services  in  a  timely 
manner.  Today  in  the  Middle  East,  new  social  classes  want  to  participate  in  deter- 
mining the  shape  of  their  future.  Some  will  choose  the  appeal  of  Islam  as  a  platform 
for  mobilization,  others  remain  glued  to  the  western  values  focusing  on  individual 
and  self  which  have  percolated  into  the  region. 

In  the  Middle  East,  the  end  of  the  Cold  War,  with  the  demise  of  communism  and 
centrally  planned  economies,  has  debilitated  the  validity  of  leftist  economic  systems 
and  political  philosophies.  In  the  Middle  East,  the  Cold  War  exacerbated  existing 
tensions  and  generated  new  ones.  But  it  also  provided  a  framework  in  which  politi- 
cal leaders  in  the  Middle  East  operated  between  the  superpowers.  The  process  of 
playing  off  one  superpower  against  the  other  was  understood.  Available  and  eager, 
external  patrons  seeking  clients  in  the  area  reluctantly  allowed  and  sometimes  en- 
couraged local  political  leaders  to  become  manipulative  between  Moscow  and  Wash- 
ington. There  was  a  pre-existing  history  in  the  Arab  Middle  East  of  nationalist  lead- 
ers playing  private  games  of  political  intimacy  with  external  powers  while  often 
publicly  proclaiming  the  virtues  of  Arab  nationalism.  Thus,  the  presence  of  the  Cold 
War  meant  refining  political  practices  inherited  from  predecessors;  it  did  not  mean 
halting  the  practice  of  seeking  foreign  patrons  for  domestic  purposes.  In  the  Middle 
East,  an  ena  to  the  Cold  War  meant  the  inapplicability  of  bcnavior  based  upon  man- 
aging the  tension  between  the  superpowers.  Blaming  external  powers  for  internal 
short-  comings  became  less  marketable  to  domestic  constituencies.  Political  leaders 
realized  that  they  will  have  to  shoulder  more  personal  responsibility  for  what  they 
do  or  do  not  do.  Perhaps  it  is  too  early  to  ask  these  questions  but  will  political  ac- 
countability in  the  Middle  Easy  be  a  by-product  of  the  end  of  the  Cold  War?  Would 
it  be  advantageous  for  political  leaders  to  involve  their  populations  directly  in  deter- 
mining how  scarce  resources  are  to  be  allocated?  Is  it  possible  that  the  end  of  the 
Cold  War  might  have  a  salutai^  effect  on  greater  participation  in  the  Middle  East 
by  the  common  man  in  deciding  his  own  future? 

Just  as  the  Cold  War  affected  political  choices  and  political  behavior  in  the  Middle 
East,  the  presence  of  the  Arab-Israeli  conllict  enabled  military  classes  to  leverage 
influence  in  defining  political  power  and  in  allocating  and  diverting  resources.  Indig- 
enous economic  development  in  the  Arab  world  and  in  Israel  was  hampered  enor- 
mously by  the  Arab-Israeli  confiict.  Claiming  the  need  for  political  stability  and  sac- 
rifice for  the  Palestinian  cause,  rule  by  military  classes  often  denied  or  suspended 
individual  freedoms.  Approaching  the  end  of  the  confiict  with  Israel,  means  that 
Arab  political  leaders  who  used  Israel's  presence  as  a  lightening  rod  for  political  mo- 
bilization will  have  to  find  viable  substitutes  which,  for  the  time  being,  seem  to 
focus  on  evoking  pride  in  national  identity,  stressing  secular  mores,  and  establishing 
distance  from  potentially  destabilizing  Islamic  fundamentalist  groups.  Correspond- 
ingly, during  the  confiict  Israeli  leaders  were  able  to  use  Arab  rejection  of  the  Jew- 
ish state  as  a  means  to  weld  internal  cohesion  and  to  seek  broad  external  support 
for  the  sustenance  of  Israel's  existence. 
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INDIGENOUS  TENSIONS  IN  THE  ARAB  WORLD  TODAY 

During  these  last  forty  five  years  when  there  was  a  Cold  war  in  the  Middle  East 
and  an  active  Arab-Israeli  conflict,  Arab  societies  did  not  remain  static.  The  absence 
of  the  Cold  War  and  the  receding  nature  of  the  Arab-Israeli  conflict  sharpened  the 
focus  on  a  myriad  of  social,  economic,  and  political  tensions.  Arab  societies  have 
changed  enormously  resurrecting  old  issues  and  presenting  new  problems.  The  co- 
existence of  the  Cold  War  and  the  Arab-Israeli  conflict  may  be  seen  as  a  historical 
interlude  or  prolonged  chapter  in  Middle  Eastern  history.  The  almost  simultaneous 
deceleration  of  both  conflicts,  however,  does  not  eliminate  regional  tensions  spawned 
by  indigenous  problems  or  external  meddling.  For  more  than  the  last  half  century. 
Middle  Eastern  Arabs  have  been  emotionally  buffeted  between  customary  styles  and 
modernizing  norms.  Many  have  had  their  energies  sapped  and  patience  frayed  by 
insufficient  or  less  than  permanent  job  opportunities.  In  addition,  customary  social 
moorings  are  being  redefined.  Many  traditions  have  become  unhinged  from  their 
foundations:  the  family,  the  village,  methods  of  governance,  gender  roles,  respect  for 
elders,  and  a  redefinition  of  relations  with  the  West.  While  new  rules  of  behavior 
remain  in  a  constant  ambiguous  state,  the  region's  people  are  in  profound  transi- 
tion, seeking  answers  that  reflect  both  customary  values  and  non-traditional  stand- 
ards. At  one  extreme,  there  is  a  proud  support  of  rich  political  and  religious  cultures 
that  stress  solidarity  in  a  common  outlook,  ethnic  unity,  and  defense  of  the  commu- 
nity. At  the  other  end  of  the  spectrum,  there  is  the  blasting  intrusion  of  western- 
izing values  of  social  behavior  that  assert  the  validity  of  criticism,  defense  of  sepa- 
rate interests,  and  promotion  of  individual  rights.  Philosophical  counter-pressures 
are  prevalent  as  each  person  reconciles  attributes  from  both  the  traditional  and 
modem  sides  of  the  menu. 

For  most  Middle  Eastern  Arabs,  there  are  fewer  definitive  answers  than  in  pre- 
vious decades.  Some  people  accept  Islam  as  a  platform  for  political  mobilization;  oth- 
ers dread  the  prospect  that  Islam  will  abridge  newly  discovered  individual  freedoms. 
Some  want  democracy  to  flourish  in  the  Arao  world;  others  fear  that  democracy  wiU 
elect  and  legitimize  the  "wrong"  group  with  the  "wrong"  values.  Some  want  to  make 
peace  with  Israel;  others  find  the  prospect  abhorrent.  Some  condemn  the  allied  air 
attacks  against  Iraq  as  intended  to  retard  Arab  scientific  development  and  to  deny 
the  emergence  of  Arab  power;  others  laud  the  aggression  because  they  fear  that 
Saddam  Hussein's  hegemonic  interests  are  pervasive.  Both  Egypt  and  Kuwait  were 
disappointed  by  the  recent  allied  air  attacks:  Egypt  found  them  too  heavy-handed, 
Kuwait  found  them  insufficient.  Before  the  1991  Gulf  War,  the  appropriate  Arab 
adage  was,  "Me  and  my  brother  against  my  neighbor;  me,  my  brother,  and  my 
neighbor  against  the  foreigners."  Before  the  Gulf  War,  Western  physical  presence 
on  Moslem-Arab  soil  was  considered  oflensive  at  best,  harking  back  to  the  nrst  half 
of  this  century  when  the  Ottomans,  British  and  French  dominated  the  Middle  East. 
Today  the  United  States  and  foreigners  are  not  only  trusted,  but  accepted  and 
sought  afl^r  for  protection  of  national  interests.  We  are  also  seen  as  a  beacon  for 
fairness,  freedom,  and  defense  of  personal  rights. 

In  parts  of  the  Arab  Middle  East  today,  social  and  intellectual  fluidity  prevails. 
Discomfort  occurs  because  answers  are  amorphous  and  mercurial.  But  introspection 
is  directed,  prevalent,  and  compelling.  In  staggering  for  resolutions  to  these  issues, 
hidden  failures  are  now  admitted  more  often  in  public.  A  freer  Arab  press  in  some 
capitals  passionately  chronicle  unfulfilled  expectations.  Frustrated  personal  and 
pan-Arab  aspirations  are  prevalent.  Although  recognition  of  Israel  is  inevitable  and 
pending,  there  is  no  realistic  prospect  for  the  tangible  fulfillment  of  a  Palestinian 
national  identity.  Arab  recognition  of  Israel's  presence  in  the  Middle  East  acknowl- 
edges a  failure  to  rid  the  region  of  the  Jewish  state,  which  is  itself  a  major  cultural 
admission.  Pan-Arab  goals  are  no  longer  realizable.  No  Arab  leader  would  deny  the 
presence  of  profound  Arab  disunity  and  powerlessness,  reflected  in  the  inefficacy  of 
Arab  organizations  to  foster  collaboration  in  defense  and  economic  matters.  Failure 
to  find  an  Arab  political  solution  to  the  Kuwaiti-Iraqi  dispute  prior  to  the  August 
1990  Iraqi  invasion  of  Kuwait  was  symptomatic  of  giidlock  in  the  Arab  League.  All 
these  unresolved  concerns  create  a  low-grade  ferment  among  many  classes  in  the 
Arab  world.  But  even  in  the  absence  of  pressurized  political  unrest,  there  is  a  nega- 
tive dynamic  among  many  population  segments. 

Finally,  the  presence  of  oil  and  its  derivative  revenues  are  coveted  resources.  Ex- 
ternal powers  will  continue  to  compete  for  insured  access  to  the  region's  oil  re- 
sources; countries  in  the  region  compete  for  revenues  from  the  oil-producing  coun- 
tries. Although  the  recent  abundance  of  oil  wealth  transformed  the  physical  land- 
scape of  the  region,  it  also  caused  national  selfishness,  petty  haughtiness,  influenced 
the  work  ethic,  and  falsely  inflated  expectations.  Oil  has  continued  to  create  enor- 
mous jealousy  and  genuflection  within  the  region.  Its  presence  caused  enormous 
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labor  migrations  within  the  Arab  world  in  the  19703;  its  decline  caused  enormous 
economic  dislocations  at  the  end  of  the  19803.  As  much  as  Arab  countries  with  sur- 
plus labor  forces  enjoyed  remittances  from  their  citizens  in  the  1970s,  oil  production 
declines  caused  eaual  or  greater  economic  distress  on  these  same  countries  and  peo- 
ples. Instead  of  oil  revenues  judiciously  used  for  pan-Arab  cooperation  in  social  and 
economic  development,  there  remained  in  the  early  19903  considerable  envy  if  not 
outright  disgust  held  by  the  population-rich,  oil-poor  states  for  the  population-poor, 
oil-riai  states. 

THREE  AMERICAN  FOREIGN  POLICY  OBJECTIVES  AND  THEIR  COROLLARIES 

American  foreign  policy  will  have  to  consider  these  problems,  but  perhaps  not 
have  to  define  poLcy  options  for  all  of  them.  Instead  the  United  States  should  con- 
cern itself  with  managing  the  loose  ends  in  three  areas  where  it  can  demonstrate 
success  and  where  the  national  interest  is  served:  advancing  the  Arab-Israeli  peace 
process,  enhancing  bilateral  relations  with  Israel  and  Arab  states,  and  trying  ii  pos- 
sible to  cope  with  the  enormous  social  and  political  changes  which  are  occurring  in 
the  region.  Admittedly,  in  the  last  several  decades,  we  have  made  some  mistakes 
in  our  foreign  policy  in  the  Middle  East,  such  as  turning  an  almost  blind  eye  toward 
Saddam  Hussein's  military  build-up  in  the  1980s,  trading  arms  for  hostages  with 
Iran,  and  continuing  the  absence  of  a  national  energy  policy.  It  seems  that  we  have 
done  better  with  the  problems  of  Middle  Eastern  states  that  are  geographically  con- 
tiguous or  close  to  Israel — and  that  we  have  had  less  success  or  more  difficulty  in 
managing  problems  in  our  relationships  with  the  countries  that  sit  astride  the  Per- 
sian Gull.  But,  overall,  we  have  an  estimable  track  record,  one  upon  which  we  can 
systematically  build  as  we  aim  to  preserve  American  national  interests  in  the  region 
well  into  the  next  century. 

1.  Support  for  Israel  and  the  Arab-Israeli  Negotiating  Process. — Every  president 
since  Harry  Truman  has  supported  Israel's  democracy  and  its  right  to  live  within 
secure  and  recognized  borders.  Shared  values,  common  interests,  and  overlapping 
concerns  remain  deep  between  the  people  of  Israel  and  a  very  large  majority  oi  peo- 
ple in  the  United  States.  Our  intrepid  bi-partisan  commitment  toward  Israeli  secu- 
rity and  our  consistent  endorsement  of  United  Nations  Security  Council  Resolutions 
242  and  338  as  the  functional  framework  for  peace  have  placed  us  at  the  beginning 
of  the  end  of  the  Arab-Israeli  conflict.  That  moral  and  strategic  commitment  to  Is- 
raeli security  and  territorial  integrity  took  on  a  new  dimension  two  decades  ago 
after  the  October  1973  War,  namely  diligent  American  promotion  and  engagement 
in  an  Arab-Israeli  peace  process.  The  United  States  is  recognized  by  Arabs  and  Is- 
raelis alike  as  the  onlv  acceptable  catalyst  for  Arab-Israeli  negotiations.  Even  before 
the  end  of  the  Cold  War,  Washington  was  the  only  trusted  mediator.  Only  the  Unit- 
ed States  has  a  proven  record  of  accomplishment  in  fostering  Arab-Israeli  agree- 
ments. We  are  in  the  peace-making  business  in  the  Middle  East,  and  our  involve- 
ment in  that  process  is  feverishly  sought  by  all  sides.  We  should  pursue  that  obliga- 
tion in  a  very  vigorous  fashion  diplomatically.  We  must  establish  foreign  policy  ini- 
tiatives with  allies  such  as  the  European  community  and  the  economic  giants  of  the 
Pacific  Rim  which  undergird  the  political  progress.  We  cannot  forget  that  those  who 
oppose  the  negotiating  process  in  the  Middle  East,  those  who  oppose  peace  between 
Arabs  and  Israelis,  thrive  on  the  economic  hardships  faced  by  many  in  the  Middle 
East  today. 

Our  prolonged  bilateral  relations  with  Israel  and  individual  Arab  states  have  af- 
forded us  opportunities  to  meet  challenges  and  solve  problems.  Though  there  are 
many  reasons  why  Soviet  penetration  failed  to  take  permanent  root  in  the  Arab 
Middle  East,  one  factor  was  our  strong  and  continuous  commitment  to  Israel  as  a 
democracy  and  as  a  strategic  asset.  The  Cold  War  and  other  world-wide  preoccupa- 
tions kept  us  from  focusing  on  the  importance  of  generating  more  positive  relations 
with  Arab  states  in  the  region.  Forty  years  ago,  John  Foster  Dulles  had  anything 
but  a  disdainful  attitude  toward  Egyptian  President  Nasser;  twenty  years  ago  this 
month.  President  Sadat's  national  security  adviser  could  barely  get  the  attention  of 
the  American  Secretary  of  State  and  have  him  focus  on  Egypt's  interest  in  finding 
a  diplomatic  solution  to  removing  Israel's  presence  in  Sinai.  Secretary  of  State  Kis- 
singer was  focused  on  wrapping  up  the  Vietnam  talks.  It  took  the  October  1973  War 
to  engage  the  American  administration's  involvement  in  the  Arab-Israeli  negotiating 

Erocess,  a  process  to  which  we  have  sustained  central  and  effective  commitment, 
ast  week,  President  Husni  Mubarak's  key  political  adviser  was  huddled  with  State 
Department  officials  about  how  to  solve  a  myriad  of  issues,  not  the  least  of  which 
is  the  thorny  problem  of  the  Palestinian  deportees.  Our  positive  relations  with  Arab 
states  allowed  us  to  confront  Saddam  Hussein  in  1990-1991.  We  met  the  challenge 
by  asking  governments  in  the  region  to  shoulder  responsibilities  for  their  own  de- 
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fense.  Two  dozen  other  countries  joined  the  international  coaHtion  or  supported  it 
because  they  collectively  decided  not  to  tolerate  the  day-light  hijacking  of  another 
country.  Continued,  vigorous  support  of  our  relationship  with  Israel  and  Arab  states 
will  allow  us  to  support  a  structure  of  peace  in  the  region  built  upon  trust  and  good 
will.  There  need  not  be  an  active  external  threat,  such  as  Saddam  Hussein,  for  the 
countries  of  the  region  to  understand  that  cooperation  and  economic  development 
are  in  their  respective  national  interests.  That  is  why  twelve  Arab  countries,  Israel, 
and  thirty  other  states  are  participating  in  the  multilateral  talks  that  are  accom- 
panying the  Arab-Israeli  bilateral  discussions. 

2.  Access  to  Middle  Eastern  Oil  and  Stability  of  Arab  Oil  Countries. — In  the  con- 
tinued absence  of  a  national  energy  policy  that  would  steadily  wean  us  away  from 
dependence  on  imported  oil,  there  remains  the  need  to  insure  global  access  to  Mid- 
dle Eastern  oil  at  a  reasonable  price.  Our  political  leaders  articulated  a  policy  stat- 
ing that  the  stability  of  the  Persian  Gulf  and  the  territorial  integrity  of  Arab  Gulf 
states  are  in  the  strategic  interest  of  the  United  States.  President  Carter  made  this 
point  in  his  January  1980  State  of  the  Union  address;  toward  the  end  of  his  admin- 
istration. President  Reagan  re  flagged  Kuwaiti  tankers;  and  President  Bush  re- 
sponded with  the  dispatch  of  half-a-million  fighting  men  and  women  as  part  of  the 
international  coalition.  Since  the  end  of  the  1991  Gulf  War,  we  have  continued  our 
policy  of  protecting  the  integrity  of  Arab  Gulf  states  and  access  to  Middle  Eastern 
oil  by  quarantining  Saddam  Hussein's  belligerent  intentions,  creating  military 
agreements  with  Arab  Gulf  states,  and  pre-positioning  supplies  in  the  area  for  a  fu- 
ture eventuality.  The  Arab  states  that  sit  on  the  western  side  of  the  Persian  Gulf 
continue  their  deep  interest  in  having  a  strong  American  commitment  to  their  secu- 
rity, an  interest  that  meshes  with  our  need  for  access  to  Middle  Eastern  oil  sources. 

3.  Support  for  Human  Rights  and  Democratic  Ideals. — Mr.  Chairman,  few  will  de- 
bate that  the  end  of  the  Cold  War  between  Washington  and  Moscow  is  perhaps  the 
most  significant  international  event  to  have  occurred  since  the  end  of  World  War 
II.  Containment  of  communism  and  denial  of  Soviet  influence  are  no  longer  the 
overriding  influence  in  making  and  implementing  American  foreign  policy.  Just  as 
our  democratic  ideals  had  an  impact  on  the  fall  of  eastern  European  communism 
and  an  equally  dramatic  impact  on  the  former  Soviet  Union,  they  continue  to  cause 
ferment  and  aebate  in  the  Middle  East — a  region  not  generally  accustomed  to  sup- 

Korting  the  rights  of  the  individual  over  the  interests  of  the  community.  The  Arab 
liddle  East  is  not  a  region  of  the  world  where  a  minister-designate  for  office,  such 
as  Attorney  General,  would  be  forced  to  withdraw  their  nomination  because  of  the 
influence  of  public  opinion;  it  is  not  a  region  of  the  world  where  talk  radio  or  tele- 
vision personedities  readily  debate  the  pros  and  cons  of  government  policy  without 
some  fear  of  officially  sanctioned  retribution.  But  the  exportation  of  our  forty-year- 
old  domestic  agenda,  which  has  focused  on  promoting  tne  rights  of  the  individual 
in  society,  is  having  its  salutary  impact  and  influence  upon  some  countries  in  the 
region.  Even  without  the  overt  advocacy  of  civil  rights,  even  without  the  demand 
for  equal  status  of  women,  and  even  without  the  creation  of  a  Bill  of  Rights,  many 
Middle  Eastern  countries  are  experiencing  changes  where  we  had  some  influence. 
Bernard  Lewis,  who  is  considered  by  many  to  be  one  of  the  most  gifled  Middle  East- 
em  historians  alive  today  recently  wrote, ^ 

The  democratic  ideal  is  steadily  gaining  force  in  the  region  and  increasing 
numbers  of  Arabs  have  come  to  the  conclusion  that  it  is  the  best,  perhaps 
only,  hope  for  the  solution  of  their  economic,  social,  and  political  problems. 
The  prospects  for  Middle  Eastern  democracy  are  not  good.  But  they  are  bet- 
ter than  they  have  ever  been  before. 

I  thoroughly  concur  with  the  Secretary  of  State-designate  Warren  Christopher's  re- 
marks at  his  Senate  confirmation  hearings  on  January  13,  1993:  'Promoting  democ- 
racy does  not  imply  a  crusade  to  remake  the  world  in  our  image.  Rather  support 
for  democracy  and  human  rights  abroad  can  and  should  be  a  central  strategic  tenet 
in  improving  our  own  security." 

The  United  States  made  human  rights  an  integral  standard  of  American  foreign 
policy  in  the  late  1970s.  In  the  Middle  East  today,  there  are,  for  example,  growing 
press  freedoms  in  Egypt  and  Jordan  which  we  must  nurture  and  support.  As  the 
most  powerful  democracy  in  the  world,  we  have  an  obligation  not  to  retreat  from 
our  responsibility  to  aid  people  struggling  to  establish  democratic  ideals.  Successive 
presidents  and  their  secretaries  of  state  have  said  that  protecting  Israeli  security 
and  its  democracy  is  compatible  with  the  legitimate  political  rights  of  the  Palestin- 
ian people.  The  United  States  is  in  a  unique  position  to  support  the  articulation  and 
defense  of  human  rights  and  individual  freedoms  as  part  of  the  Arab-Israeli  nego- 
tiating process  and  as  part  of  our  effort  to  insure  long-term  stability  in  the  region. 


278 

CONTINUED  ENGAGEMENT  IN  THE  ARAB-ISRAELI  NEGOTIATING  PROCESS 

Let  me  first  outline  briefly  why  and  how  we  can  pursue  the  Arab-Israeli  peace 
process.  The  Clinton  administration  and  this  Congress  are  heirs  to  an  enviable  sta- 
tus in  the  Middle  East.  There  is  opportunity  of  extraordinary  potential  because  we 
are  the  only  superpower  and  because  we  are  the  only  acceptable  mediator  for  Arab- 
Israeli  negotiations.  Like  Secretary  of  State  Henry  Kissinger  after  the  October  1973 
War,  Secretary  of  State  James  Baker  shrewdly  cobbled  together  feasible  ^plomatic 
processes  which  resulted  in  Middle  East  peace  conferences  and  bilateral  negotia- 
tions between  Israel  and  its  Arab  neighbors.  When  President  Carter  entered  the  ne- 
gotiating process  in  1977,  significant  diplomatic  progress  had  already  been  achieved. 
All  sides  were  motivated  toward  achieving  a  comprehensive  settlement,  but  individ- 
ual Arab  rivalries  prevented  President  Sadat  from  moving  toward  completion  of  his 
goal,  the  complete  return  of  Israeli-held  Sinai.  Sadat  went  to  Jerusalem  and  subse- 
quently arrived  at  the  historic  Camp  David  accords  and  Egyptian-Israeli  peace  trea- 
ty. Presidents  Reagan  and  Bush  repeatedly  supported  the  outlines  of  the  1978  Camp 
David  formula:  a  two-track  approach  of  socking  peace  treaties  between  Israel  and 
its  Arab  neighbors  and  of  supporting  the  legitimate  political  rights  of  the  Palestin- 
ian people  in  the  context  of  Israeli  security.  This  was  the  formula  developed  for  the 
1991  Madrid  Conference  and  the  subsequent  bilateral  talks.  In  fostering  a  negotiat- 
ing process,  Washington  has  also  promoted  policies  aimed  at  the  stability  of  Arab 
states  which  are  willing  to  commit  themselves  to  normalized  diplomatic  relations 
with  Israel.  Our  strong  relationship  with  Egypt  is  a  superb  by-product  of  that  en- 
deavor. Most  recently — and  advantageous  to  tne  states  of  the  region — are  the  con- 
siderations given  for  broader  Middle  Eastern  regional  development  undertaken 
through  the  multilateral  talks  that  have  also  become  part  of  the  Madrid  process. 

Second,  American  prestige  and  capacity  to  influence  regional  politics  were  raised 
to  unprecedented  heights  by  the  successful  conclusion  of  the  Gulf  War.  Washington 
demonstrated  an  unmistakably  firm  commitment  to  preserve  the  security  and  terri- 
torial integrity  of  Arab  states.  We  did  that  and  we  left  the  region,  thereby  counter- 
ing all  claims  that  Washington  was  embarked  on  some  course  of  neo-imperialism 
aimed  at  occupying  the  region  as  the  British  and  French  had  done  during  the  past 
two  centuries.  While  prosecuting  the  Gulf  War,  Washington  did  not  waver  from  its 
long-term  commitment  to  protect  Israeli  security.  The  results  of  the  Gulf  War  gave 
all  sides  either  a  positive  or  negative  incentive  to  become  involved  in  the  negotiating 
process.  Egypt  saw  the  outcome  of  the  Gulf  War  as  a  welcome  opportunity  to 
reignite  its  twenty-year  effoit  to  reach  a  comprehensive  Arab-Israeli  settlement.  A 
refashioned  Arab-Israeli  negotiating  process  allowed  Cairo  to  pursue  its  favored  role 
as  consecjuential  link  between  Arab  states,  the  PLO,  the  United  States,  and  Israel. 
Arab  radical  fringes  were  set  on  the  margins.  When  Syria  participated  in  the  inter- 
national coalition  allied  against  Saddam  Hussein,  the  Arab  radicals  who  opposed 
the  Arab-Israeli  negotiating  progress  possessed  no  center  around  which  to  organize. 
While  the  "Arab  street"  disliked  Washington's  coordinated  military  forays  against 
Iraq,  the  international  and  UN  sanclionca  coalition  did  not  violate  an  Arab  capital 
by  taking  the  land  war  into  Baghdad.  If  Baghdad  had  been  decimated  and  its  popu- 
lation eradicated,  Washington  would  have  faced  an  inevitable  political  backlash 
from  its  Arab  coalition  partners.  Consequently,  after  the  war,  Washington  may  have 
been  denied  the  ability  to  forge  the  new  Arab  political  coalition  that  was  necessary 
to  support  the  negotiating  process.  Both  Egypt  and  Syria  deftly  dampened  respec- 
tive domestic  opposition  to  the  war  against  Iraq. 

Third,  at  the  war's  conclusion,  Israel  felt  more  strategically  secure  than  at  any 
previous  time  in  its  history.  F'rom  Israel's  view,  Iraq  was  militarily  devastated  and 
was  internationally  quarantined.  Inter-Arab  politics  were  ripe  with  divisiveness, 
tension,  and  recrimination.  The  PLO  was  debilitated  politically,  and  the  Palestinian 
people  in  the  territories  were  sufficiently  disadvantaged  economically  and  politically 
to  neutralize  the  international  attention  achieved  during  the  previous  five  years  of 
the  Palestinian  intifadah.  In  the  post-war  period,  the  PLO  needed  to  repair  its  tar- 
nished credibility  after  having  backed  the  wrong  side;  the  Israelis  needed  money  to 
absorb  Russian  and  Ethiopian  immigrants;  the  Syrians  needed  an  alternative  to  the 
Soviet  Union;  and  Jordan  needed  to  show  that  it  was  part  of  the  solution,  not  part 
of  the  problem.  The  results  of  the  Gulf  War  conclusively  reaffirmed  that  only  Wash- 
ington could  wield  the  authority  to  guide  the  negotiating  process  for  the  purpose  of 
sustaining  political  stability.  Although  these  truths  were  not  overwhelmingly  em- 
braced, they  were  not  to  be  denied.  Israel  was  delighted  that  its  closest  inter- 
national ally  had  a  firm  and  virtually  exclusive  hand  on  the  rudder  of  negotiations. 
Given  that  reality  and  Israel's  traditional  skepticism  for  resolutions  and  votes  at  the 
United  Nations,  it  is  not  surprising  that  Israel  wants  to  continue  to  keep  Arab-Is- 
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raeli  peace-making  and  peace-keeping  away  from  the  influence  of  the  United  Na- 
tions. 

Fourth,  as  already  noted,  the  end  of  the  Cold  War  allowed  the  United  States  to 
shape  the  negotiating  process  in  an  essentially  unobstructed  fashion.  As  the  United 
States  gained  prestige,  the  U.S.S.R.  lost  power  proportionately  faster.  When  the  pre- 
negotiations  started  for  the  convocation  of  the  October  1991  Madrid  Middle  East 
Conference,  the  U.S.S.R.  played  merely  a  ceremonial  role  in  cobbling  together  the 

erocedures  which  spawned  the  conference.  Within  months  of  the  conclusion  of  the 
[adrid  meetings  in  November  1991,  the  Soviet  Union  itself  had  dissolved.  Wasl\ing- 
ton  possessed  an  uninhibited  ability  to  conduct  foreign  policy  without  concern  for 
Soviet  interests  in  the  region.  The  United  States  was  able  to  conceive  and  to  imple- 
ment a  negotiating  process  undisturbed  by  outside  meddling.  For  regional  actors, 
the  end  of  the  Cold  War  narrowed  political  choices  and  options.  Syria  and  the  PLO, 
in  particular,  possessed  less  political  room  in  which  to  maneuver.  There  was  no 
longer  a  Soviet  patron  capable  of  acting  as  a  political  counterweight  to  Washington; 
Moscow  could  no  longer  provide  adequate  military  and  logistical  assistance  to  any 
of  its  long-term  associates.  The  aborted  August  1991  coup  in  the  Soviet  Union  con- 
clusively ended  any  remaining  illusions  of  a  Moscow  phoenix. 

Fifth,  no  one  could  afford  to  disengage  from  Washington's  assistance  in  the  nego- 
tiating process.  Washington  had  the  historical  legacy  of  successfully  shepherdmg 
previously  negotiated  Arab-Israeli  agreements;  only  the  United  States  was  seen  as 
capable  of  providing  the  necessary  guarantees  and  assurances.  In  1989  and  1990, 
Secretary  of  State  Baker  unsuccessfully  tried  to  bring  the  Israelis  and  the  Palestin- 
ians together.  Rather  than  focusing  on  contentious  issues  of  negotiating  substance 
in  the  aftermath  of  the  Gulf  War,  Baker  concentrated  on  creating  a  suitable  proce- 
dural framework  for  a  Middle  East  peace  conference  which  would  be  a  symbolic 
opening  to  direct  bilateral  negotiations.  Baker  used  the  sense  of  apprehension,  vul- 
nerability, and  uncertainty  about  political  stability  in  the  region  to  make  all  sides 
dependent  upon  Washington's  good  offices.  A  positive  dynamic  was  created  in  which 
all  sides  understood  the  benefit  of  sustaining  the  negotiations,  even  if  the  process 
was  imposed  by  consensus,  even  if  the  progress  was  slow  and  arduous.  Washington 
was  the  acceptable  address  for  fostering  compromises  necessary  to  convene  the  con- 
ference and  sustain  the  bilateral  talks.  There  was  also  a  prevalent  negotiating 
axiom:  concessions  were  more  easily  made  to  Washington  than  to  the  other  side  in 
the  negotiations  before  and  after  Madrid.  Without  having  formulated  the  negotiat- 
ing process,  the  Clinton  administration  finds  itself  overseeing  the  beginning  of  the 
end  of  the  Arab-Israeli  conflict. 

Sixth,  aft^r  the  Gulf  War  and  after  Madrid,  Syria  and  the  Palestinians  were  en- 
couraged by  the  Bush  administration's  attitudes  and  actions,  which  they  felt  were 
more  compatibly  harmonious  than  previous  ones.  Damascus  perceived  an  American 
commitment  that  the  negotiating  process  would  be  based  on  the  premise  of  an  ex- 
change of  land  for  peace.  In  addition,  Damascus  and  the  Palestinians  were  encour- 
aged when  the  Bush  administration  withheld  Israel's  loan  guarantees  for  aiding 
Russian  and  Ethiopian  immigrant  resettlement.  Damascus  was  relieved  (and  thus 
more  prone  to  negotiating)  when  the  Likud  party  was  replaced  by  the  more  flexible 
Labor  party  in  the  June  1992  Israeli  parliamentary  elections.  After  Labor  took  con- 
trol of  the  Israeli-Syrian  bilateral  talks,  the  tense  and  acrid  negotiating  environ- 
ment was  replaced  by  more  sensitive  and  sensible  tones. 

Seventh,  the  negotiating  environment  remains  very  ripe  for  more  progress.  In 
Washington  and  the  Middle  East,  participants  in  the  negotiating  process  see  great 
risk  in  not  continuing.  During  a  significant  portion  of  President  Reagan's  eight 
years  in  office,  Washington  was  not  willing  to  become  involved  in  efforts  to  jump- 
start  negotiations  because  neither  Arabs  nor  Israelis  were  ready  to  move  beyond  the 
Egyptian-Israeli  treaty  or  to  agree  on  the  implementation  of  Palestinian  autonomy. 
The  political  risk  for  the  American  president  was  too  great  to  try  merely  to  knock 
unwilling  heads  together.  Washington  was  not  prepared  to  elevate  the  intensity  of 
its  engagement  to  a  level  conducive  to  failure.  Now  the  chances  of  failure  are  mar- 
ginal at  best  because  the  respective  sides  want  to  see  the  process  continue,  even 
with  such  distractions  as  the  issue  of  the  Palestinian  deportees.  Negotiating  sides 
believe  that  failure  to  reach  compromises  will  worsen  the  status  quo.  All  sides  tac- 
itly concur  that  delayed  progress  could  strengthen  regional  opponents  of  any  nego- 
tiations or  recognition  of  Israel  on  the  one  hand,  and  desired  territorial  compronuse 
by  Israel  on  the  other.  These  factions  in  the  Arab  world  include  various  Islamic  fun- 
damentalist groups,  government  policy  in  Iran,  Iraq,  and  Libya,  and  vocal  groups 
both  affiliated  and  not  with  the  PLO.  In  Israel,  Mr.  Rabin's  government  does  not 
have  a  vast  mandate  from  the  Israeli  general  public  to  make  unrestricted  territorial 
compromises;  it  does  have  an  opportunity  to  negotiate  arrangements  which  the  Is- 
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raeli  public  considers  within  the  realm  of  acceptable  risks  undertaken  for  the  pros- 
pect of  long-term  peaceful  relations  with  its  Arab  neighbors. 

Eighth,  the  Clinton  administration  entered  its  transition  period  and  first  weeks 
in  omce  with  an  on-going  and  diverse  Middle  East  peace  process.  It  was  an  unprece- 
dented advantage  for  an  American  president.  During  1992,  outside  pressure  or  le- 
verage was  not  required  to  initiate  talks  between  parties  or  to  continue  their  mutual 
compromises.  In  going  to  Madrid,  all  sides  understood  there  would  be  a  two-tiered 
approach:  an  agreement  between  Israel  and  the  Palestinians  on  the  one  hand,  and 
between  Israel  and  the  Arab  states  on  the  other.  That  formula  has  been  adhered 
to  rather  rigidly.  Discussions  are  now  at  an  advanced  stage  about  the  nature  and 
timing  of  Palestinian  elections  to  oversee  Palestinian  self-government  in  the  terri- 
tories and  about  how  to  synchronize  the  scope  and  timing  of  an  Israeli  withdrawal 
from  the  Golan  Heights  with  a  similar  timetable  for  Syria's  reciprocal  implementa- 
tion of  an  acceptable  definition  of  peace.  All  sides  agree  that  tne  key  to  progress 
in  the  Lebanese-Israeli  talks  is  likely  to  come  after  a  Syrian-Israeli  arrangement  is 
negotiated.  Already,  Jordan  and  Israel  have  agreed  upon  a  draft  negotiating  agenda 
for  further  discussions.  Even  in  the  midst  of  the  American  presidential  transition 
period,  all  sides  continued  to  meet  in  Washington,  completing  the  eighth  round  of 
oilateral  talks  in  December  1992.  Bilateral  negotiations  were  neld  before  and  aft«r 
Secretary  of  State  Baker  joined  the  Bush  reelection  campaign — with  and  without 
the  invisible  American  hand  at  the  negotiating  helm.  Highly  qualified  and  seasoned 
diplomats  in  the  Department  of  State  kept  the  process  moving  forward.  For  that, 
they  are  to  be  commended. 

When  he  came  to  office  last  month,  President  Clinton  was  the  beneficiary  not  only 
of  peace  negotiations  between  Israel  and  its  contiguous  Arab  neighbors,  but  also  of 
two  sets  of  multilateral  completed  talks  on  five  different  issues  (arms  control,  eco- 
nomics, environment,  refugees,  and  water).  The  multilateral  talks  had  been  held  in 
the  presence  of  representatives  from  several  dozen  countries,  including  many  Arab 
states  not  geographically  contiguous  to  Israel,  and  with  the  participation  of  such 
international  institutions  as  the  World  Bank  and  the  United  Nations.  The  inter- 
national community  has  thereby  become  critically  involved  in  the  stewardship  and 
commitment  toward  achieving  successful  outcomes  in  the  negotiating  process.  Euro- 

{)ean  countries,  Japan,  and  otner  Pacific  Rim  countries  that  benefit  irom  oil  and  po- 
itical  stability  in  the  region  must  be  convinced  to  share  the  burden  of  Middle  East 
peace-keeping,  which  will  specifically  require  capital  investment  for  regional  eco- 
nomic development. 

THE  UNITED  STATES  AND  THE  ARAB-ISRAELI  NEGOTIATING  PROCESS:  WHAT  TO  DO? 

First,  the  negotiating  dynamic  has  created  reality  and  responsibility  among  the 
respective  sides.  Tlierelore,  there  is  little  need  to  adjust  the  style  of  our  engagement 
in  the  negotiations.  All  negotiating  sides  (at  recognizably  different  rates)  became 
more  pragmatic  about  their  obligations  as  the  negotiations  fiowed  from  Madrid.  As 
the  euphoria  subsided,  realistic  goals  replaced  self-serving  illusions  and  even  soft- 
ened d!eeply  hewn  ideologies.  If  progress  in  the  bilateral  talks  were  to  be  feasible, 
then  it  would  have  to  be  achieved  by  leaders  making  arduous  decisions.  The  nego- 
tiating process  has  put  the  mantle  of  responsibility  on  the  shoulders  of  every  delega- 
tion. An  agreement  negotiated  between  the  sides  has  the  greatest  chance  of  sur- 
vival. 

Second,  Washington  has  avoided  becoming  a  surrogate  advocate  for  any  side.  Sig- 
nificantly, in  the  process  which  we  catalyzed  after  the  Gulf  War  and  through  Ma- 
drid, each  side  had  to  deal  with  the  other  and  could  not  avoid  direct  negotiations 
by  seeking  to  make  Washington  apply  pressure  unilaterally.  Consistency  in  Wash- 
ington's procedural  association  witn  the  pre-Madrid  negotiations  and  during  the  bi- 
lateral talks  carried  over  into  the  presidential  transition  period:  American  participa- 
tion would  not  become  a  substitute  for  direct  negotiations.  While  Washington  has 
shown  disagreement  with  all  sides  at  different  times  and  over  a  variety  oi  issues, 
it  has — in  an  exemplary  fashion — refused  to  use  pressure  or  coercion  on  any  side. 

Third,  while  we  have  our  own  view  on  specific  points  in  the  negotiating  process, 
Washington  has  not  superiniposed  our  convictions  on  the  participants.  Our  position 
on  United  Nations  Security  (Council  Resolution  242  is  a  case  in  point.  Every  admin- 
istration has  asserted  that  this  resolution  is  the  framework  for  negotiations.  Our  in- 
terpretation is  that  the  resolution  implies  an  exchange  of  territory  for  peace  and  has 
application  on  all  fronts.  Yet,  since  the  passage  of  the  resolution  in  1967,  no  admin- 
istration has  defined  what  the  final  borders  should  be  in  a  negotiated  settlement 
or  what  the  time  period  should  be  for  providing  peace  and  exchanging  territory.  Ap- 
propriately, we  have  neither  endorsed  nor  precluded  that  the  final  borders  of  Israel 
will  be  those  which  existed  prior  to  the  June  1967  War.  In  an  almost  doggedly  deter- 
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mined  and  admirably  consistent  fashion,  Washington  has  retained  its  active  engage- 
ment in  the  negotiations  but  has  had  the  respective  sides  make  their  choices  and 
select  their  interpretations. 

Fourth,  while  playing  its  central  role  in  the  negotiating  process,  Washington  must 
continue  to  seek  synmronized  progress  on  the  bilateral  and  multilateral  tracks. 
Only  Israel  can  provide  territory,  and  only  the  Arab  sides  can  provide  security.  Time 
is  required  for  tne  respective  sides  to  accept  the  notion  that  they  must  provide  one 
of  these  variables  to  the  other;  likewise,  each  side  must  be  satisfied  that  what  it 
is  receiving  is  both  necessary  and  suflicient.  We  can  neither  overload  Israeli  risk- 
taking  nor  fail  to  provide  for  the  political  rights  of  the  Palestinians  in  the  geo- 
graphic area  of  the  West  Bank  and  Gaza  which  they  can  call  their  own.  We  cannot 
wait  for  a  final  inked  agreement  before  undergirding  the  diplomatic  process  with 
economic  assistance.  The  history  of  Arab-Israen  diplomacy  has  demonstrated  that 
no  Arab-Israeli  agreements  occur  when  Israel  senses  pressure  from  Washington  or 
duress  from  the  United  Nations.  Similarly,  we  must  ensure  incentives  for  Arab 
states  and  for  the  Palestinians  along  the  peace-making  and  peace-keeping  route. 

Finally,  the  most  enduring  arrangement  between  Israel  and  its  neighbors  will  be 
one  that  is  electively  concluded  in  conjunction  with  active  American  stewardship. 
Stewardship  does  not  mean  coercion.  Any  arrangement  must  be  based  upon  trust 
and  confidence  between  the  negotiating  sides  and  must  not  be  predicated  solely  on 
American  assurances  or  guarantees.  To  be  effective,  a  peaceful  relationship  must  ul- 
timately establish  a  sense  of  security  for  the  Israelis,  a  return  of  territory  to  the 
Arab  sides,  and  at  least  a  minimum  degree  of  self-government  among  Palestinians. 
Every  negotiated  arrangement  must  indicate  a  demonstrable  change  in  the  region's 
atmosphere,  revealing  public  acceptance  of  fears  and  mutual  awareness  of  aspira- 
tions. These  measured  tones  of  understanding  were  absent  in  the  public  speeches 
heard  in  Madrid  in  1991.  But  a  year  later,  progress  is  evident  in  the  more  positive 
indications  that  Arabs  and  Israelis  understand  one  another's  apprehensions.  Arabs 
and  Israelis  who  have  participated  in  the  process  even  suggest  optimism  for  the 
coming  year  in  making  lurther  progress.^ 

THE  UNITED  STATES  AND  CONTINUED  ACCESS  TO  MIDDLE  EASTERN  OIL  AND  ASSISTANCE 
TO  THE  STABILITY  OF  OIL-PRODUCING  STATES 

The  end  of  the  Gulf  War  did  not  end  our  dependence  on  Middle  Eastern  oil.  It 
did  not  remove  the  deep  anxiety  held  by  Persian  Gulf  Arab  oil-producing  states 
about  their  security.  Our  need  for  oil  from  the  Persian  Gulf  has  not  lessened  nor 
has  the  fear  diminished  in  the  region  nor  in  the  international  community  for  Iraq's 
future  intentions.  Iraq's  defeat  in  the  Gulf  War  did  not  change  that  regime's  politi- 
cal behavior.  Permit  me  to  add  that  I  do  not  believe  that  the  Iraqi  regime  has 
changed  its  long-term  goals  of  seeking  to  influence  if  not  dominate  countries  and 
resources  in  his  geograpnic  proximity.  I  do  not  believe  that  opening  a  broad  dialogue 
with  the  Iraqi  regime  will  make  Iraq  publicly  repentant  or  a  trusted  neither.  Iraq 
believes  that  the  action  of  the  international  community  during  and  after  the  Gulf 
War  has  been  motivated  by  an  effort  to  curb  Iraq's  sovereign  action.  Iraq  believes 
that  the  international  community  objects  to  its  sovereignty.  We  do  not  object  to 
Iraq's  sovereignty;  we  object  to  its  imposition  on  others.  In  circumscribing  Iraq's  po- 
litical behavior,  the  international  community  is  protesting  against  Iraqi  policy  which 
undermines  and  threatens  regional  stability  and  is  perniciously  injurious  to  the 
rights  of  individuals  and  ethnic  groups  under  Iraq's  control.  Regular  engagement  in 
curbing  the  Iraqi  regime's  political  behavior  must  emanate  from  the  financial  and 
military  support  of  countries  in  the  region  which  are  immediately  threatened  by 
Hussein's  actions. 

Adding  to  the  consternation  of  these  countries  is  the  resurgent  nature  of  Iran  as 
it  seeks  to  assert  influence  and  perhaps  supremacy  in  this  extraordinarily  important 
oil-rich  region.  Iran  finds  itself  well  positioned  geographically  to  reinvigorate  the 
spread  of  its  ntiessa^e:  political  Islam  can  protect  one's  identity  against  the  aggres- 
sive and  nefarious  intent  of  foreign  and  secular  dominance.  The  Iranian  regime  is 
profoundly  anti-Western,  totally  opposed  to  the  Arab-Israeli  negotiating  process,  and 
strongly  determined  to  rid  the  Gulf  of  all  traces  of  Western  presence  and  influence. 

Tehran  seeks  to  become  the  dominant  voice  in  the  northern  end  of  the  Persian 
Gulf.  Its  resurgence  was  almost  instantaneously  coterminous  with  Iraq's  defeat  and 
subsequent  enfeeblement  and  quarantine  monitored  by  the  international  commu- 
nity. The  physical  placement  of  Western  forces  on  the  Arabian  peninsula  has  pro- 
vided Iran  with  constant  and  immediate  notice  of  a  neo-imperial  presence.  Iran  is 
delighted  that,  so  far,  the  Arab  signatories  of  the  March  1992  Damascus  Declaration 
(Egypt,  Syria,  and  the  Gulf  states)  have  failed  to  implement  the  defense  of  the  Gulf. 
Not  only  does  Iran  scan  the  Gulf  as  a  potential  area  for  hegemonic  or  philosophical 
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expansion,  it  sees  the  Moslem  republics  of  the  Soviet  Union  as  a  naturally  contig- 
uous zone  of  influence.  The  Muslim  republics  on  Iran's  border  are  extraordinarily 
fertile  opportunities  for  Tehran.  Specifically,  late  last  year  Iran  accused  Russian  in- 
fluence of  perpetrating  "Muslimocide"  against  the  Muslim  inhabitants  in  Tajikistan. 
Iran  is  assisting  or  encouraging  the  development  of  a  joint  Irano-Azerbajan  eco- 
nomic commission;  in  late  October,  Kazakhistan  President  Nursultan  Nazarbayev 
visited  Tehran  and  reportedly  discussed,  among  other  issues,  scientific,  techno- 
logical, and  infrastructure  development — railways,  roads,  conmiercial  ties,  and  other 
mutual  interests  as  littoral  states  on  the  Caspian  Sea.  In  early  November  1992,  the 
Energy  Minister  of  Kyrgyzstan  met  with  his  Iranian  eauivalent  to  discuss  bilateral 
oil  cooperation.  In  late  November,  Uzbekistan  Presiaent  Islam  Karimov  visited 
Tehran  to  establish  a  basis  for  ties  in  regional  cooperation.  Creating  and  developing 
contacts  and  links  to  these  areas  enables  Tehran  to  be  seen  as  the  defender  oi  Is- 
lamic belief  against  non-Islamic  political  forces.  Engendering  an  Islamic  political  vi- 
brancy contiguous  to  itself  proved  too  appetizing  for  Iran  to  resist.  After  carrying 
its  message  to  sympathetic  souls  in  Lebanon  in  the  1980s,  Iran  now  possessed  an 
unprecedented  opportunity  to  sell  its  revolutionary  zeal  to  five  weak  and  disorga- 
nized ethnic  communities  in  predominantly  Muslim  areas  of  the  former  U.S.S7R. 
With  the  support  of  other  countries,  Iran  is  also  seeking  the  development  and  impli- 
cations of  its  own  nuclear  capability.  Additionally,  Tehran  was  delighted  with  the 
success  of  the  Mojaheddin  in  Afghanistan  and  the  role  Iran  played  in  resolving 
Kabul's  internal  political  turmoil.  Experienced  former  Mojaheddin  fighters  can  now 
be  found  in  the  Sudan,  where  they  are  training  Egyptian  Islamic  militants  who  are 
helping  to  foment  what  can  so  far  be  described  as  minor  insurrection  against  the 
Mubarak  regime.  According  to  Dr.  Usamah  al-Baz,  the  influential  first  under-sec- 
retary  of  Egypt's  foreign  ministry,  "The  Iranian  Government  wants  single-handedly 
to  control  the  Arab  countries  in  the  Gulf  region  so  it  can  impose  its  hegemony  over 
them.  It  does  not  want  any  country  outside  the  Gulf  region  to  side  with  these  coun- 
tries in  confronting  the  strategic  threats  and  dangers  to  which  they  are  being  sub- 
jected." ^ 

The  Iranian  leadership  sees  this  moment  as  a  profitable  chance  to  capture  the 
dominant  discontent  in  the  Middle  Eastern  street.  The  masses  have  had  their  ex- 
pectations built  but  unfulfilled  by  the  highly  Westernized,  monarchical,  or  secular 
regimes  that  have  governed  sometimes  with  a  heavy  hand  since  the  end  of  World 
War  II.  Tehran,  like  the  rest  of  the  world,  caught  a  glimpse  of  the  massive  and  un- 
derlying discontent  that  was  aroused  in  support  of  Saddam  Hussein's  boldness.  By 
invading  Kuwait  and  surviving,  the  Iraqi  president  mislead  his  Arab  brothers;  he 
unleashed  deep-seated  popular  anger  against  established  ruling  regimes,  particu- 
larly those  that  are  oil  rich.  Even  if  Iran  does  not  capture  the  minds  of  the  dis- 
enchanted middle  and  lower  classes  in  the  Arab  world,  it  can  at  least  foment  politi- 
cal opposition  to  the  status  quo.  Most  sunni  Arab  regimes  see  Iran  and  its  expor- 
tation of  religious  zeal  as  a  danger,  insidiously  poised  to  undermine  their  rule.  This 
is  certainly  tne  view  held  in  Cairo,  Saudi  Arabia,  Jordan,  many  of  the  Arab  Gulf 
states,  and  among  the  PLC.  Iran  continues  to  use  local  Islamic-oriented  groups  who 
oppose  policies  oi  an  existing  establishment  to  advance  Iran's  own  philosophical  in- 
terests. Tehran  has  proven  most  adept  at  doing  this  with  hezboUah  in  southern  Leb- 
anon and  with  Hamas,  the  Palestinian  organization  which  is  suffused  with  per- 
nicious Islamic  tenets  and  which  opposes  any  negotiation,  recognition,  or  acceptance 
of  Israel. 

On  December  8,  1992,  Egyptian  Defense  Minister  Muhammad  Tantawi  bluntly 
said,  "Iran  is  the  biggest  threat  to  Egypt  because  of  its  anti-Egyptian  policies  and 
measures  and  the  sabotage  activities  that  undermine  peace  ana  security  in  the  re- 
gion. Iran  continues  to  adopt  a  policy  of  exporting  the  extremist  revolutionary  ideol- 
ogy through  various  means  and  phased  strategies.'"*  According  to  Tantawi,  Egypt's 
methods  in  achieving  this  goal  are  undertaken  by  strengthening  its  military,  devel- 
oping conventional,  nuclear,  and  chemical  capabilities,  obtaining  surface-to-surface 
missiles,  and  deepening  the  differences  within  the  PLO  in  order  to  sabotage  the 
Arab-Israeli  negotiating  process.  Equally  outspoken  is  Yasir  Arafat,  who  has  repeat- 
edly and  openly  over  the  last  month  accused  Iran  of  interfering  in  the  internal  af- 
fairs of  the  PLO  and  undermining  its  leadership.'^ 

Iran  remains  instinctively  aggressive  in  opposition  to  most  of  our  values,  allies  in 
the  region,  and  to  the  Arab-Israeli  negotiating  process.  There  is  no  solution  to  Iran's 
desire  to  spread  its  message,  other  than  to  try  removing  some  of  the  social  and  polit- 
ical inequalities  that  are  otherwise  appealing  to  those  who  favor  anti-establishment 
and  pro-Khomeyni-like  Islamic  political  activity.  Progress  in  the  Arab-Israeli  nego- 
tiating process  that  obtains  something  tangible  for  the  Palestinians  will  not  end  Ira- 
nian militancy,  but  it  will  contribute  to  a  sense  that  the  process  is  worthwhile.  Eco- 
nomic development  can  also  reduce  the  appeal  which  Iran  and  other  Islamic  fun- 
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damentalist  groups  have  in  destabilizing  more  secular  and  Western-oriented  politi- 
cal regimes. 

In  a  recent  visit  to  the  Gulf,  I  was  repeatedly  told  how  pleased  these  countries 
are  with  their  bilateral  relation  with  the  United  States:  the  pre-positioning  of  Amer- 
ican military  equipment,  the  regular  port-of-call  visits,  and  the  continued  provision 
of  other  militaiy  assistance.  These  oil-producing  states  appreciate  the  sanctions,  em- 
bai^,  quarantine,  and  inspection  role  which  the  international  community  is  apply- 
ing to  Iraq.  But  the  containment  of  Iraq  can  last  only  as  long  as  the  countries  of 
the  area  remain  vigilant  and  active  in  their  own  defense. 

THE  UNITED  STATES  AND  THE  PROMOTION  OF  DEMOCRATIC  IDEALS 

It  is  both  morally  appropriate  and  strategically  important  for  United  States  for- 
eign policy  to  be  an  aavocate  for  human  rights  and  the  promotion  of  democratic 
ideals.  Securing  democratic  values  among  Egyptians,  Palestinians,  and  Jordanians, 
in  tandem  with  Israel,  insures  greater  prospects  for  long-term  stability  in  the  east- 
em  Mediterranean.  We  must  endorse  increased  participation  of  individuals  in  deter- 
mining their  own  future.  Over  the  last  several  decades,  many  Middle  Easterners 
have  been  educated  in  western  institutions  of  higher  learning;  they  have  returned 
to  the  Middle  East  with  a  greater  sense  of  self  and  individual  privilege.  They  are 
the  propagators  for  greater  inclusion  of  democratic  ideals  in  the  societies  in  which 
they  live.  They  will  decide  the  pace  and  depth  their  social  orders  can  accept  demo- 
cratic values.  We  must  be  advocates  for  individual  freedoms,  but  not  lobbyists  for 
style  of  governance  over  another.  It  is  not  up  to  the  United  States  to  be  prescriptive 
about  how  to  define  or  how  to  implement  Palestinian  political  rights.  It  is  not  up 
to  the  United  States  to  propagate  methodology  for  Israel's  self-generated  interest  in 
adopting  more  democratic  forms  of  domestic  political  expression  or  in  revamping  its 
economic  system.  It  is  not  up  to  the  United  States  to  influence  Jordan  in  suggesting 
how  its  newly  developed  political  party  structures  should  be  refined  in  their  pioneer- 
ing experiment  with  democracy.  The  United  States  does  not  need  to  create  an  offi- 
cial alliance  system  with  states  in  the  region  that  advocate  and  pursue  democratic 
ideals,  but  we  must  be  prepared  to  assist  such  countries  along  the  lines  advocated 
by  Mr.  Christopher  in  his  confirmation  hearings,  "We  must  .  .  .  improve  our  institu- 
tional capacity  to  provide  timely  and  effective  aid  to  people  struggling  to  establish 
democracy  and  free  markets." 

If  we  want  to  have  any  influence  in  reducing  Islam's  power  and  authority  as  a 
platform  for  political  mobilization  which  threaten  the  political  stability  of  several 
states  in  the  region,  we  must  continue  our  level  of  economic  assistance  to  countries 
such  as  Egypt.  We  must  immediately  provide  or  obtain  financial  support  for  Jordan 
and,  at  an  appropriate  moment  in  the  negotiating  process,  also  offer  economic  incen- 
tives for  Lebanon  and  Syria.  Disparities  of  income  among  Arabs  and  between  Arabs 
and  Israelis  need  to  be  addressed.  Poverty,  destitution,  and  hopelessness  feed  Is- 
lamic fundamentalism.  In  the  Arab  world,  the  primary  obligation  in  raising  the  so- 
cioeconomic standards  of  living  rests  with  those  Arab  states  that  have  sufficient 
wealth  to  assist  their  brethren. 

CONCLUSIONS 

Mr.  Chairman,  the  old  world  order  is  gone.  In  the  Middle  East,  changes  are  devel- 
oping along  a  path  on  which  our  moral  and  strategic  interests  in  the  region  can  be 
preserved  and  enhanced.  In  the  multilateral  talks  that  accompany  the  Arab-Israeli 
peace  process,  there  is  a  real  opportunity  to  help  the  region  strengthen  itself  by 
shaping  and  defining  issues  of  economic  development,  water  usage,  and  curbing  the 
proliferation  of  weapons.  Success  in  the  multilateral  talks  must  come  before  final 
agreements  are  reacned  on  the  bilateral  tracks.  Success  in  the  multilateral  talks  can 
demonstrate  to  skeptics  that  the  negotiating  process  benefits  them — but  not  in  lieu 
of  political  progress.  There  must  be  a  gradual  but  consistent  removal  of  the  Arab 
boycott  against  Israel,  which,  according  to  Israel's  foreign  minister,  the  boycott 
causes  Israel  to  lose  from  $2-$3  billion  a  year  in  income.® 

In  my  view,  there  is  a  real  chance  for  this  administration  and  this  Congress  to 
promote  our  long-term  objectives  in  the  Middle  East:  sustaining  our  relationship 
with  Israel,  nurturing  the  Arab-Israeli  negotiating  process,  expanding  and  develop- 
ing positive  relations  with  Arab  countries  that  support  Israel  (such  as  Egypt,  Jor- 
dan, Lebanon,  and  Syria),  maintaining  mutually  beneficial  relations  with  Arab  oil- 
f)roducing  states  in  tne  Persian  Gulf,  containing  Iraqi  belligerence,  remaining  vigi- 
ant  about  Iran's  activities,  and  promoting  democratic  ideals.  Failure  to  promote 
these  objectives,  or  failure  to  remain  engaged  in  the  rcgion  as  a  pillar  of  support 
and  guidance,  wUl  hasten  the  coagulation  of  the  legion's  vast  indigenous  problems 
into  a  debilitating  mix  that  fosters  extremism,  radicalism,  and  insidious  varieties  of 
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Islamic  fundamentalism.  To  assure  access  to  Middle  Eastern  oil,  we  need  to  nurture 
our  bilateral  relations  with  Arab  states  while  maintaining  our  interest  in  the  Middle 
East  and  our  strong  support  for  Israeli  security.  Countries  of  the  region  need  mili- 
tary equipment  for  self-defense,  but  not  the  extravagant  continuation  of  arms  sales. 
We  should  promote  democratic  ideals  by  giving  advisory  guidance,  but  not  by  being 
imperious.  As  we  have  learned  in  our  relationship  with  Egypt,  it  is  possible  and  ad- 
vantageous to  American  national  and  strategic  interests  to  be  supportive  of  Israel 
and  of  Arab  states. 

We  cannot  hope  to  be  the  policeman  of  the  Middle  East.  Direct  assistance,  co- 
operation, and  support  of  countries  in  the  region  are  necessary  for  regional  economic 
and  political  stability.  We  can  continue  to  build  upon  our  successes,  and  now  in  the 
absence  of  a  Cold  War  in  the  Middle  East,  we  can  do  so  in  a  less  inhibited  fashion. 
We  have  the  luxury  to  shape  and  implement  a  foreigh  policy  that  protects  and  en- 
hances our  strategic  and  moral  interests. 

Anyone  who  follows  the  Middle  East  knows  that  it  is  not  a  static  place.  It  is  fuU 
of  surprises  even  for  those  of  us  who  claim  to  understand  it.  In  shaping  our  foreign 
policy  for  the  coming  years  of  this  century,  we  must  be  prepared  to  face  new  and 
difficult  realities  as  we  sustain  previous  commitments.  We  must  be  prepared  in  this 
decade  for  possible  regime  changes  in  many  countries.  We  must  understand  that  the 
Middle  East  is  a  region  of  vast  variety  where  the  pace  of  the  20th  century  and  space 
age  technology  have  overwhelmed  traditional  values. 

There  are  two  distinct  fears  among  many  Middle  Eastern  Arabs  today  about 
American  actions  at  the  end  of  the  Cold  War:  either  the  United  States  will  be  impe- 
rious, arrogant,  or  demanding  because  no  one  is  there  to  check  our  power;  or  alter- 
natively, we  shall  become  isolationist  and  withdraw  into  a  domestic  cocoon  that  for- 
sakes any  external  commitments  whatsoever.  It  would  be  a  waste  of  an  opportunity 
for  our  foreign  policy  to  do  either  at  this  juncture  because  we  can  be  so  influential 
in  defining  the  region's  immediate  future  and  build  on  the  same  virtues  and  inter- 
ests which  caused  the  collapse  of  the  Soviet  Union  and  the  end  of  the  Cold  War. 

NOTES 

^Bernard  Lewis,  "Islam  and  Liberal  Democracy,"  The  Atlantic,  (February  1993), 
vol.  271,  no.  2,  p.  98. 

^As  recently  as  December  14,  1992,  Syria  President  Assad  said  that  he  felt 
progress  had  been  made,  "What  is  new  in  their  [Israeli]  proposal  (to  consider  with- 
drawal) and  what  is  new  that  signals,  is  that  they  are  serious  about  achieving 
peace."  Remarks  by  Syrian  President  Assad  before  the  Syrian  General  Federation 
of  Trade  Unions,  December  14,  1992,  as  quoted  in  Foreign  Broadcast  Information 
Service — Near  East  and  South  Asia  (hereafter  noted  as  FBIS-NESA),  December  16, 
1992,  p.  46.  Egyptian  Foreign  Minister  Amr  Musa  noted  in  late  December  said  that 
"the  negotiation  process,  if  we  exclude  the  new  circumstances  of  the  Palestinian  de- 
portation— which  is  a  serious  and  unacceptable  issue — has  become  more  active,  and 
tetter  than  before,  giving  us  some  reasons  for  optimism."  Remarks  by  Egyptian  For- 
eign Minister  Amr  Musa,  December  27,  1992,  Uktubar  magazine,  as  quoted  in 
FBIS-NESA,  December  28,  1992,  p.  17.  According  to  Lebanese  Prime  Minister, 
Faris  Buwayz's  remarks  in  early  December,  "If  we  examine  the  general  results  per- 
taining to  all  the  delegations,  we  would  find  that  there  were  some  positive  ideas, 
which,  I  can  say,  moved  the  conference  from  the  stage  of  discussing  the  legitimate 
UN  resolutions  to  what  I  call  advanced  principles  which,  of  course,  need  to  be  pro- 

f rammed  and  which  require  more  negotiators,  clarification,  and  scrutiny."  Remarks 
y  Lebanese  Foreign  Minister,  Faris  Buwayz,  Al-Hawadith,  December  4,  1992,  as 
quoted  in  FBIS^ESA,  December  4,  1992,  p.  45.  For  similar  examples  of  Jordanian, 
Palestinian,  and  Israeli  positive  statements  about  the  pace  and  content  of  the  nego- 
tiating process,  see  remarks  by  Jordanian  F'orcign  Minister  Kamal  Abu-Jaber,  that 
the  peace  process  is  about  where  it  should  be,  note  his  remarks  on  Amman  Radio 
on  December  5,  1992,  as  quoted  in  FBIS-NESA,  December  7,  1992,  p.  39;  remarks 
by  leading  Palestinian  political  figure,  Faysal  Husayni,  "I  disagree  with  those  who 
say  nothing  has  happened  [in  the  negotiations],  Al-Anwar  (Beirut),  December  4, 
1992;  and  remarks  by  Itamar  Rabinovich,  the  head  of  the  Israeli  delegation  to  the 
Israeli-Syrian  talks,  about  the  changes  in  Syria's  tone  in  negotiations  in  Yediot 
Aharonot,  December  4,  1992. 

^Remarks  by  Dr.  Usamah  al-Baz,  Middle  East  News  Agency,  November  30,  1992, 
as  Quoted  in  FBIS-NESA.  November  30,  1992,  p.  16. 

■* Remarks  by  Egyptian  Defense  Minister  Munammad  Husayn  Tantawi  at  a  Cairo 
seminar  on  Egypt's  national  security  in  1990  organized  at  Cairo  University,  Decem- 
ber 7,  1992,  as  quoted  in  FBIS-NESA,  December  9,  1992. 
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'Remarks  by  Yasir  Arafat,  "I  accuse  Iran  of  interfering  in  the  Palestinian  people's 
affairs.  It  is  fiinding  and  training  personnel  from  both  the  leftist  and  Islamic  o^ani- 
zations  at  the  same  time,  such  as  Hamas  [Islamic  Resistance  Movement],  the  Popu- 
lar Front  for  the  Liberation  of  Palestine-General  Command,  and  the  Democratic 
Front  for  the  Liberation  of  Palestine.  The  latest  amount  paid  to  these  oreanizations 
was  $30  million  to  be  used  to  strike  at  the  stability  and  unity  of  the  Palestinian 
factions."  Text  from  Cairo  AL-WAFD  in  Arabic,  December  19,  1992,  p.  6,  as  quoted 
in  FBIS-NESA.  December  22,  1992,  p.  5. 

® Remarks  by  Israeli  Foreign  Minister  Shimon  Peres,  November  16,  1992,  Tel  Aviv 
University,  Ramat  Aviv,  Israel. 
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I  would  like  to  thank  the  Chairman  and  Members  of  the  House  Committee  on 
Foreign  Affairs  for  this  opportunity  to  give  testimony  on  U.S.  policy  toward 
the  Middle  East. 

As  the  end  of  the  twentieth  century  approaches,  the  United  States  enjoys 
unparalleled  opportunities  to  shape  the  future  of  the  Middle  East  and  North 
Africa.  Until  very  recently,  American  policy  in  the  region  was  largely  a 
reflection  of  the  imperatives  of  the  Cold  War,  but  the  demise  of  the  Soviet 
Union  has  prompted  reexamination  of  American  purposes  there.  Freed  from  the 
requirement  of  constant  vigilance  against  Soviet  aggression,  the  United  States 
may  now  go  beyond  merely  protecting  the  peoples  of  the  Middle  East  to  helping 
improve  their  lives.  This  opportunity  is  not  without  its  dangers,  but  for 
reasons  of  both  expedience  and  principle,  we  have  no  real  choice  but  to  seize 
it. 

Let  me  offer  a  brief  reprise  of  the  history  of  American  policy  in  the 
Middle  East  and  a  perspective  on  the  challenges  the  region  presents  today 
before  returning  to  the  concerns  that  must  shape  our  policy  in  the  future. 

THE  POLICY  LEGACIES  OF  THE  PAST 

With  the  end  of  the  era  of  European  imperialism  at  the  close  of  the 
Second  World  War,  the  United  States  took  on  the  role  of  principal  outside 
power  in  the  Middle  East.  Having  had  little  direct  contact  with  the  area 
previously,  the  U.  S.  defined  its  interests  there  narrowly  to  include  only 
three  significant  concerns:  continued  access  to  assured  and  affordable 
supplies  of  oil,  maintenance  of  the  security  of  Israel,  and  prevention  of 
communist  subversion  and  Soviet  expansion. 

During  the  decades  that  followed,  there  was  debate  both  about  the  merits 
of  these  aims  in  themselves  and  about  the  measures  taken  to  secure  them.  The 
continuing  hostility  to  Israel  on  the  part  of  the  Arab  states,  including  the 
world's  major  oil-producers,  meant  that  the  first  two  of  the  American  aims — 
the  security  of  both  oil  supplies  and  Israel — were  sometimes  difficult  to 
reconcile.   The  overwhelming  priority  of  the  third  goal,  the  limitation  of 
Soviet  influence,  permitted  the  United  States  to  postpone  fully  satisfying  anv 
of  the  parties  to  the  Arab-Israel  conflict,  however,  for  as  long  as  the  Middle 
East  was  a  vital  arena  of  Cold  War  competition,  local  preoccupations  would  be 
subordinated  to  the  global  conflict.  Thus,  this  three-fold  definition  of 
American  interests  in  the  Middle  East  reappeared  in  the  policy  discussions  of 
all  the  Administrations  since  President  Truman. 

By  and  large,  the  instruments  used  to  further  these  interests  reflected 
the  priority  of  security  concerns,  and  military  aid  and  sales  played  a  large 
role  in  American  relations  with  the  states  of  the  Middle  East.   U.  S.  policy- 
makers did  little  to  encourage  significant  private  trade  and  investment 
relationships  beyond  oil  and  outside  Israel,  nor  did  they  view  encouragement 
of  democracy  and  respect  for  human  rights  as  appropriate  to  this  region. 

The  end  of  the  Cold  War  and  the  dissolution  of  the  Soviet  Union  reopened 
discussion  of  American  interests  and  instruments  in  the  Middle  East.   Although 
limitation  of  Soviet  influence  soon  became  moot,  the  other  two  of  the  original 
American  interests — access  to  oil  and  security  of  Israel — continued  to  be 
important,  as  the  current  definition  of  the  region's  "hot  spots" — the  Persian 
Gulf  and  the  Arab-Israel  arena — indicates.   As  the  Cold  War  ended,  the  Bush 
Administration  adopted  a  pragmatic  approach  in  the  Middle  East:  old  friends 
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were  not  abandoned  without  cause,  and  help  in  advancing  one  or  both  of  the 
remaining  American  interests  was  rewarded.   Thus,  countries  that  helped  insure 
continued  Western  access  to  Gulf  oil  through  their  cooperation  in  the 
coalition  against  Iraq  or  that  aided  in  enhancing  Israel's  security  by 
participating  in  the  peace  talks  begun  in  Madrid  were  viewed  with  favor.   This 
politics  of  expedience  aided  in  creating  convenient  political  alliances  in  the 
short  run  but  it  had  the  disquieting  effect  of  enhancing  the  stature  of  some 
old  foes,  including  the  reprehensible  regime  in  Syria,  and  undermining  the 
position  of  some  old  allies,  such  as  the  far  more  liberal  governments  of 
Tunisia  and  Jordan,  without  a  consistent  or  principled  rationale.   In  the 
absence  of  the  overarching  logic  of  ant i -communism,  the  actual  and  potential 
contradictions  of  US  policy  in  the  Middle  East  risk  undemnining  American 
interests  themselves. 

Moreover,  now  that  the  challenges  to  regional  security  no  longer  include 
extra-regional  military  threats,  it  is  not  self-evident  that  the  most 
effective  instrujnents  for  guaranteeing  American  interests  are  the  old  stand- 
bys  of  increased  military  aid  and  military  intervention.   As  the  outcome  of 
the  Gulf  war  suggests,  the  dilemmas  posed  by  Saddam  Husayn's  Iraq  to  both  the 
stability  of  the  Gulf  and  the  prospects  for  Arab-Israel  peace  may  not  be 
amenable  to  simple  military  solutions.   The  end  of  the  Soviet  menace  has  meant 
that  the  United  States  must  reassess  both  the  criteria  by  which  it  defines  its 
friends  and  foes  and  the  means  by  which  it  encourages  approaching  those 
standards  in  the  Middle  East. 

THE  CHALLENGE  OF  THE  PRESENT 

The  challenge  is  particularly  significant  in  the  Middle  East  today 
because  many  of  the  region's  governments — friend  and  foe  alike — are  marked  not 
only  by  remarkable  records  of  abuses  of  their  own  people  but  also  by 
increasingly  tenuous  holds  on  power.  If  we  do  not  reassess  our  policy  in  a 
number  of  countries,  we  risk  being  associated  not  only  with  tyrants  but  with 
losers.   The  firebrands  of  Arab  nationalism  in  the  1960s  who  founded  the 
current  regimes  in  Algeria,  Tunisia,  Libya,  Egypt,  Syria,  Iraq,  and  indeed,  of 
the  PLO  as  well,  are  growing  old  and  their  rhetoric  is  ringing  hollow.   They 
face  burgeoning  populations  whose  education  is  poor,  whose  employment 
prospects  are  dismal,  but  whose  aspirations  are  limitless.   In  the  erstwhile 
conservative  regimes,  both  rich  and  poor — the  monarchies  of  Morocco,  Jordan, 
the  Arabian  Peninsula — the  young  people  are  equally  tired  of  the  insecurity  of 
thoir  lives  and  the  arbitrariness  of  their  governments.  They  are  all  weary  of 
wdiiinq  vhile  their  leaders  misuse  their  fortunes,  break  their  promises,  waste 
Ihoir  resources  and,  too  often,  enrich  themselves  in  the  process.   These 
di sat tectcd  young  people  are  the  constituents  of  the  Islamist  movements  that 
ha\('  ippcared  throughout  the  Middle  East  to  threaten  the  regimes  now  in  power. 

The  incumbent  governments  are  right  to  be  worried  about  these  movements! 
Islamists  openly  call  for  the  replacement  of  rulers  they  (accurately)  describe 
.IS  'orrupt  and  uniust.   In  response,  the  governments,  running  scared,  appeal 
til  uutMdc  poworr.  to  protect  them  from  revolts  amonq  their  own  people, 
cli  irii-t  cri/ing  the  Islamist  movements  not  as  symptoms  of  their  own  failures 
liiit  IS  mam  toslat ions  of  a  dangerous  international  movement  bent  upon 
>los.iabi  1  izinq  the  region.   Indeed,  in  ironic  and  hardly  unintended  echoes  of 
t  ho  par.l,  the  Islamists  .ire  frequently  characterized  by  those  they  challenge 
111  tanqiiaqe  virtually  identical  to  that  once  used  to  describe  communism: 
lilt  .-tnat  K.nal  1st ,  revolutionary,  fanatical,  totalitarian,  anti-American. 
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Tempting  as  it  is,  particularly  after  the  Iranian  revolution  left  many 
Americans  inclined  to  believe  that  Islam  is  opposed  to  our  beliefs  and 
interests,  ve  should  be  careful  not  to  take  these  descriptions  at  face  value. 
As  a  religion,  of  course,  Islam  is  indifferent  to  the  United  States  (after 
all,  the  appearance  of  the  Prophet  Muhammad  predates  the  establishment  of  the 
United  States  by  well  over  a  millennium)  and  many  Americans  are  themselves 
Muslim.  As  political  movements.  Islamist  causes  are  very  varied.   Insofar  as 
the  United  States  has  supported  the  ruling  order  in  much  of  the  Middle  East, 
Islamic  movements  have  often  opposed  American  positions,  but  where  common 
enemies  have  encouraged  making  common  cause,  as  against  the  Soviet  invasion  of 
Afghanistan,  Islamist  movements  have  had  no  difficulty  cooperating  with  the 
United  States.  Like  other  major  religious  traditions,  Islam  provides  a  very 
powerful  idiom  by  which  to  express  popular  outrage  at  irresponsible,  corrupt 
and  tyrannical  government,  and  present-day  Islamist  movements  find  wide 
adherence  among  the  disaffected  and  disenfranchised  in  the  Middle  Bast.  There 
are  certainly  points  of  political  theory  upon  which  many  Islamists  and  many 
Americans  would  disagree,  but  what  brings  Islamist  movements  into  overt 
political  conflict  with  the  United  States  is  American  support  of  governments 
they,  and  many  others,  consider  despotic. 

Thus,  what  Americans  must  ask  themselves  is  not  whether  the  Islamist 
movements  threaten  some  historically  friendly  regimes,  for  they  clearly  do, 
but  whether  these  increasingly  fragile,  and  often  increasingly  oppressive, 
regimes  any  longer  serve  American  interests.  Now  that  anti-communism  is  no 
longer  a  useful  litmus  test,  in  other  words,  we  must  ask  what  we  expect  of 
those  we  call  our  friends.  Without  preempting  what  should  be  a  long  and  open 
debate  about  American  foreign  policy  in  general,  I  think  it  is  fair  to  say  we 
have  an  opportunity  now  to  return  to  the  basis  of  our  original  abhorrence  of 
communism  and  renew  our  commitment  to  democracy  and  human  rights  around  the 
world,  including  the  Middle  East.  To  qualify  for  American  aid,  protection  and 
patronage,  governments  must  become  more  accountable  and  less  predatory  towards 
their  own  people. 

AMERICAN  POLICY  IN  THE  MIDDLE  EAST  IN  THE  1990S 

We  should  be  encouraging  the  governments  of  the  Middle  East  and  North 
Africa  to  pay  far  more  serious  heed  to  international  standards  of  human 
rights.  No  doubt,  for  some  of  the  governments  of  the  Middle  East,  the  mere 
prospect  of  extending  freedom  of  expression,  not  to  say  actually  standing  for 
election,  is  daunting,  for  they  know  that  public  opinion  freely  expressed 
would  condemn  their  rule.  Nonetheless,  both  expedience  and  principle  dictate 
that  we  discriminate  not  on  the  basis  of  old  Cold  War  friendships  and  favors 
but  on  the  foundation  of  our  enduring  respect  for  human  rights  and  democracy. 
There  is  little  to  be  gaii.ed  and  much  to  be  lost  in  continued  loyalty  to 
corrupt  and  tyrannical  governments.  Not  only  do  we  undermine  our  own 
credibility  as  a  nation  committed  to  human  rights  and  democracy  but  we  run  the 
very  real  risk  of  being  on  the  losing  side  when  these  governments  fall. 

There  are  many  objections  raised  by  those  who  fear  change  in  the  Middle 
East  to  the  reforms  implied  in  American  advocacy  of  human  rights  and 
democratic  change.  Two  are  particularly  troubling  to  American  policy-makers 
and  these  merit  examination  in  closing. 

First,  as  the  governments  of  the  region  repeatedly  point  out,  many  of 
the  parties  and  movements  that  would  benefit  from  the  extension  of  human 
rights  and  the  establishment  of  democratic  institutions,  particularly  but  not 
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exclusively  the  Islamist  movements,  are  avowedly  or  tacitly  undemocratic. 
Were  they  permitted  a  larger  public  role,  it  is  said,  they  would  undermine 
respect  for  human  rights  and  denocracy. 

This  assessment  of  the  oppositions  may  be  true,  but  since  all  but  one 
or  two  of  the  incumbent  regimes  in  the  Middle  East  are  themselves  avowedly  or 
tacitly  antidemocratic,  it  is  not  a  particularly  telling  indictment.  That 
this  opposition  may  be  no  better  than  the  incumbents  is  not  a  decisive 
argument  for  preventing  its  participation.  Moreover,  there  is  considerable 
liberal  political  opinion  in  the  Middle  East  which  deserves  a  far  better 
hearing  that  it  has  thus  far  gotten;  the  governments  of  the  Middle  East  should 
be  urged  to  attend  to  their  own  policies  and  practice  before  accusing  others 
of  failure  to  respect  human  rights  or  democracy. 

Just  as  the  "campaign  rhetoric"  of  the  governments  requires  a 
skeptical  hearing,  that  of  their  opponents  should  not  be  taken  at  face  value. 
One  must  assume  that  many  of  the  opposition  parties  and  movements  in  the 
Middle  East,  leftist  as  well  as  Islamist,  will  make  extravagant  claims  for 
themselves  knowing  that  they  will  not  be  held  accountable  for  them.   Sometimes 
these  may  be  devious  declarations  of  attachment  to  democracy,  sometimes  they 
may  be  immoderate  rejections  of  democratic  government.   Since  the  few  Islamist 
governments  of  today  came  to  power  by  coup  or  revolution,  we  have  no  precedent 
from  which  to  predict  the  behavior  of  popularly  elected  Islamist  governments. 
We  do  know  that  no  revolution  or  military  coup  has  produced  democratic 
government;  we  do  not  know  whether  popularly  elected  Islamists  would  sustain 
democracy.  Particularly  in  circumstances  where  democracy  has  been  until 
recently  only  a  theoretical  exercise,  the  claims  of  its  practitioners — 
positive  and  negative — will  have  to  be  measured  by  their  performance.   This, 
of  course,  requires  giving  untried  parties  an  opportunity  to  perform,  and 
implies  that  the  United  States  should  have  regular  contacts  with  the  political 
opposition  in  these  countries  so  as  to  encourage  respect  for  democratic 
competition  by  all  parties.  Our  interes.ts  are  not  served  by  obedience  to  the 
wishes  of  governments  who  would  keep  up  the  pretense  that  they  alone  can 
divine  the  desires  of  their  people. 

In  general,  we  run  the  risk  in  encouraging  democratic  political 
competition  of  giving  voice  and  eventually  power  to  positions  and  groups  with 
whom  we  disagree.   This  is  likely  to  be  especially  true  in  the  short  run  in 
the  Middle  East.   After  all,  there  was  a  strong  and,  to  the  United  States 
disturbing,  correlation  in  the  Arab  world  between  the  extent  of  domestic 
political  liberalization  and  the  level  of  opposition  to  American  policy  in  the 
recent  Gulf  War.   Hence  from  the  point  of  view  of  the  United  States — and  this 
brings  me  to  the  second  objection  to  a  policy  of  encouraging  respect  for  human 
rights  jnd  democratic  change — democratic  polit..cs  may  well  produce  undesirable 
foreign  policy  results. 

Uncertainty  is  a  cornerstone  of  democratic  politics.   So  too,  however, 
is  the  opportunity  of  citizens  to  assess  how  well  their  interests  are  served 
b\  policy,  and  over  time,  such  assessments  usually  prove  quite  predictable. 
\ov  iomocracies  will  probably  exhibit  wider  swings  in  policy  than  do  their 
o;.t  abl  i:.hed  counterparts  as  the  acceptable  boundaries  of  such  policies  are 
fxpl'irod.   As  they  become  more  strongly  rooted,  however,  democracies  are  far 
mnro  likolv  than  authoritarian  governments  to  pursue  moderate  and  peaceable 
fnrei'in  relations.   Ultimately  American  interests,  including  both  assured 
.icccG.--.  to  oil  and  the  continued  security  of  Israel,  will  be  far  better 
•luarjiitood  in  a  region  where  citizens  can  speak  their  minds  freely,  where 
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candidates  for  office  must  explain  their  policies  openly,  where  defeated 
governments  will  leave  office  peacefully.  The  solution  to  the  concern  about 
the  instability  of  new  democracies  is  to  permit  them  to  grow  into  old, 
established  democracies,  not  to  prevent  their  emergence  altogether. 

We  must  expect,  of  course,  that  democratic  politics  will  sometimes 
produce  governments  who  see  their  own  countries'  interests  better  served  in 
opposition  to  American  interests  or  policy  than  in  consonance.  The  temptation 
to  wish  for  (or  even  to  be  content  with)  regimes  that  are  no  more  than  pliable 
clients  is  a  very  strong  one,  particularly  for  a  superpower.  Although  all  the 
available  evidence  suggests  that  in  the  long  run  democracies  are  more  stable, 
moderate,  and  liberal  in  their  foreign  policies,  that  run  may  seem  very  long 
to  policy-makers  who  must  explain  why  we  should  support  democratic  politics 
even  when  it  may  produce  temporarily  recalcitrant  or  hostile  governments. 

The  answers  to  this  objection  seem  to  me  to  be  fairly  straightforward. 
In  the  first  place  it  is  a  question  of  expediency:  if  we  do  not  encourage 
reform  now,  we  will  be  witness  to  revolution  later.  In  encouraging  reform 
now,  however,  neither  should  we  anticipate  miracles.  We  cannot  expect 
countries  with  virtually  no  experience  in  democracy  to  adopt  it  wholesale  and 
overnight.  We  must  be  willing  to  work  closely  with  governments  that  are 
initiating  reform  towards  greater  citizen  rights  and  government 
accountability,  just  as  we  must  be  prepared  to  oppose,  by  both  word  and  deed, 
any  reversals  in  this  process  or  erosion  of  respect  for  human  rights  and 
responsible  government. 

Finally,  however,  we  must  make  explicit  our  stand  on  principle.  We  must 
risk  temporary  difficulties  for  the  long  term  gain  of  greater  freedom  and 
justice  elsewhere  in  the  world  both  because  we  do  in  fact  believe  that 
democracy  is  ultimately  a  better  form  of  government  than  the  alternatives,  and 
because  we  are  committed  to  making  the  world  a  more  peaceful  place  to  live  not 
only  for  ourselves  but  for  our  children. 
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There  uill  be  two  nain  challenges  to  American  policy  in  the  Middle 
East  during  the  next  feu  years:  1.  how  to  achieue  an  Arab-  Israeli 
settlenent  and  Z.  how  best  to  shape  America's  role  as  the  primary 
nilitary  power  in  the  Persian  Gulf.  Both  problems  uill  require 
„ustaitted  American  leadership  and  resources. 

Arab-Israel.  The  Middle  East  peace  process,  as  reinuigorated  at 
Madrid  in  1S51,  can  lead  to  a  general  settlement  of  the  long 
standing  Arab-Israeli  confrontation.  It  should  be  possible  to 
achieue  that  settlement  during  the  next  four  years. 

Success  uill  require  a  major  commitment  of  US  diplomacy,  initially 
at  the  level  of  the  Secretary  of  State  although,  eventually,  the 
President  himself  uill  haue  to  take  a  direct  hand.  To  forestall  anij 
further  loss  of  nonentum  in  the  peace  process,  the  Secretary's 
eog.ig'^nent  should  begin  as  soon  as  possible.  The  current 
conttjuersy  surrounding  the  deportation  of  415  Palestinians  to 
I.Frbanon  is  a  reminder  of  hou  the  unexpected  event  has  aluays 
threatened  to  dislocate  progress  in  Middle  East  peace  talks.  The 
decision  to  haue  Secretary  Christopher  traweTto  the  region  in 
February  is  an  encouraging  sign  of  the  Administration's  commitment. 

The  reasons  to  be  optimistic  about  success  in  the  near  term  are 
threefo  Id  : 

A.  the  principal  players  on  the  Arab  side,  as  a  result  of  the 

tie  lecjat  ions'  meetings  in  Ua^hington  ouer  the  past  year,  have  broken 
through  the  critical  psychological  barrier  of  accepting  Israel's 
»"  ight  to  ex  ist ; 

B.  the  current  Israeli  leadership  accepts  that  it  can  relinquish 
its  military  occupation  of  lands  held  since  1367  if  it  can 
negotiate  a  real  peace;  and 

C.  both  Arabs  and  Israelis  haue  tired  of  their  conflict.  They  also 
recognize  that,  uith  the  end  of  the  Cold  Uar  and  the  surge  of 
tragedies  elseuhere  in  the  world,  the  international  community  has 
wearied  of  Middle  Eastern  tensions  and  wars.  It  is  becoming  more 
insistent  on  the  need  to  resolue  that  conflict  than  it  has  been 
since  the  end  of  the  Second  Uorld  Uar. 

In  the  Persian  Gulf  the  United  States  has,  ironically,  broken  with 
its  former  dictum  that  we  would  oppose  the  domination  of  the  Gulf 
region  by  any  single  power.  Ue  haue  become  that  power  and  now  must 
accept  the  consequences  of  that  fact.  Although  we  shun  the  role  of 
world  policeman,  ue  are  nonetheless  committed  to  play  the 
policeman's  role  in  the  Gulf  in  order  to  assure  the  security  and 
accessibility  of  the  region's  energy  resources. 
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Ue  cannot  shirk  a  responsibility  which  we  noninally  assuned  fron 
Britain  in  1371  but  which  we  carried  out  on  the  cheap  until  Desert 
Storn  and  its  aftemath.  Ke  will  haue  to  be  ready  to  inplenent  this 
policy  with  considerable  firnness.  coupled  with  sensitiuity  to  the 
national  pride  of  regional  leaders  and  their  people.  Ue  nust  also 
Maintain  a  balance  between  our  arns  sales  prograns  and  our  efforts 
to  slow  the  regional  arns  race. 

To  play  this  role  requires  us  to  accept  that  we  will  be  unpopular 
with  both  Iraq  and  Iran.  Their  history,  size  and  resentnent  of 
foreign  inuoluenent  in  Gulf  security  natters  will  inevitably  lead 
then  to  resent  and  challenge  us  no  natter  who  rules  in  Baghdad  or 
Tehran . 

ny  understanding  of  current  US  policy  towards  the  Gulf.  Iraq  and 
Iran  is  that  we  have  no  anbition  either  to  build  up  or  to  play  off 
Baghdad  and  Tehran  against  one  another  in  order  to  restore  a 
balance  of  power  conparable  to  what  existed  in  the  lS70s .  I  further 
understand  that  we  are  seeking  the  requisite  access  to  the  Arab 
Gulf  states  to  play  our  security  role. 

Hou  could  our  Gulf  policy  be  inproved?  First  and  forenost  we  have 
deployed  an  inadequate  effort  ained  at  controlling  the  arns  race  in 
the  region.  The  previous  Adninistration  was  notably  deficient  on 
this  score.  It  was  far  nore  interested  in  naking  arns  sales  than  in 
stinulating  serious  regional  thinking  about  slowing  the  arns  race 
whether  in  the  Arab-Israeli  conflict  or  the  Persian  Gulf. 

Secondly,  [lolicy  governing  the  sale  of  dual  use  equipnent  would 
bcncTit  from   a  joint  ret^iew  by  the  Executive  and  the  Congress. 
Present  regulations  which  forbid  sale  of  dual  use  equipnent  to 
various  countries  are  highly  conplex.  At  the  sane  tine  the  general 
guideline  that  such  sales  should  not  occur  if  they  would 
"significantly"  increase  the  recipient's  military  capability  is 
renarkdblg  vague  and  has  created  an  unfortunate  tension  between  the 
two  branches  of  government. 

A  third  Tailing  has  been  the  overemphasis  on  getting  rid  of  the 
present  leadership  of  Iraq.  The  survival  of  leaders  opposed  by  us 
such  ds  Castro  in  Cuba  and  Qadhaf i  in  Libya  remind  us  of  the  limits 
of  our  power.  Uhen  overthrow  of  the  leader  becomes  an  important 
goal  or  policy,  the  people  in  those  countries  suffer,  not  their 
leaders.  (  note  this  not  to  pardon  Saddam  Hussein  for  the  horrors 
he  has  inflicted  on  his  own  people  and  the  region  but  simply  to 
note  the  need  to  be  more  honest  with  ourselves.  Like  it  or  not,  he 
nay  continue  to  be  the  President  of  Iraq  indefinitely.  Ue  need  to 
frame  a  policy  which  does  not  pit  us  against  the  interests  and 
welfare  of  a  whole  people,  who  cannot  be  said  to  deserve  their 
leadership  and  who  are,  in  any  event,  impotent  to  rid  themselves  of 
their  President. 

In  this  connection,  the  relationship  between  U.S.  policy  and  the 
Iraqi  and  Iranian  opposition  mouenents  nust  be  carefully  monitored. 
To  date  ue  have  not  actively  sponsored  either  opposition  movement;!^. 
Houeuer,  our  maintenance  of  "Operation  Provide  Comfort"  and  the 
'"Mo-FIy"  zone  in  northern  Iraq  has  not  only  given  an  increased 
sense  of  security  to  the  Kurdish  people  but  also,  U.S.  Government 
policy  notwithstanding,  encouraged  those  of  their  leaders  who 
priudtely  hope  to  build  an  independent  Kurdish  state.  This  has 
reportedly  been  less  true  of  the  effect  of  the  other  "ho-Fly"  zone, 
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ouer  southern  Iraq.  There  our  protection  of  the  Shiite  population 
is  less  uide  ranging  and  the  separatist  urge  much  less  pronounced. 
Ue  should  be  careful  not  to  stimulate  expectations  of  future  U.S. 
support  of  a  Kurdish  state  unless  ue  are  prepared  to  deal  uith  the 
anxiety  this  uill  cause  Turkey  and  the  anger  it  uill  cause  Baghdad, 
whether  under  Saddan  or  a  successor  leadership. 

Fourthly,  Islamic  Fundamentalism  has  attracted  considerable 
attention  in  the  Uest  as  a  phenomenon  threatening  established 
regimes  in  seueral  f^rab  states.  This  little  understood, 
decentralized  force  is  less  likely  to  grow  in  the  Gulf  ^rab  states 
than  in  North  (Africa  and  Egypt  and  among  the  Palestinians.  The 
wealth  of  the  Gulf  states  combined  uith  the  relatiue  closeness  of 
the  Gulf  citizen-to-gouernor  relationship  has  constrained  the 
appeal  of  the  fundamentalist. 

riany  young  people  in  the  Gulf  haue  been  educated  in  the  United 
States  and  Europe  and  understand  western  practices  and  values.  In 
fact  they  understand  our  systems  of  government  rather  better  than 
ue  understand  theirs.  Ue  should  remain  modest  in  urging  structural 
changes  in  their  governments  to  fit  with  our  preconceived  ideas.  Ue 
can  help  keep  those  governments  open  to  international  concerns 
about  broadening  popular  participation  in  government. 

Finally,  our  current  energy  policy  deserves  mention  for  its  effect 
on  US  policy  in  the  region.  Ue  are  quick  to  say  that  ue  do  not  uish 
to  he   dependent  on  oil  from  the  Gulf.  But  ue  have  not  shown  the 
willingness  and  steadiness  of  purpose  to  devote  major  budgetary 
rc^-Qurces  to  developing  alternative  energies  or  sources  of  supply 
There  is  also  a  great  deal  more  to  be  done  in  the  way  of  conserving 
energy  than  ue  haue  done  as  a  nation.  In  any  event,  however  we 
redesign  our  energy  policy  this  will  not  affect  in  the  near  term 
our  oeed  to  maintain  a  sizeable  military  presence  in  the  Gulf. 
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Ambassador  to  Syria  (1974-78),  the  Philippines  (1978-81).  and  Saudi 
Arabia  (1981-83).  From  February  through  April  1989,  he  was  the 
John  Adams  Memorial  Lecturer  in  the  United  Kingdom  on  a  grant 
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TESTIMONY  SUBMITTED  TO  THE  HOUSE  FOREIGN  AFFAIRS  COMMITTEE 

BY 

GAIL  PRESSBERG 

PRESIDENT.  AMERICANS  FOR  PEACE  NOW 

February  2. 1993 

Mr.  Chairman,  I  want  to  take  this  opportunity  to  thank  you  and  the  other 
members  of  the  committee  for  the  opportumty  to  submit  written  testimony  regarding 
U.S.-Israel  relations  and  the  Middle  East  peace  process.   My  name  is  Gail  Pressberg 
and  I  am  submitting  this  written  testimony  in  my  capacity  as  the  President  of 
Americans  for  Peace  Now  (APN).   APN  is  an  organization  of  10.000  American  Jews 
with  strong  ties  to  Israel's  Peace  Now  movement  as  well  as  to  the  Jewish  community  in 
the  United  States.   Mr.  Chairman,  APN  is  an  ardent  supporter  of  the  State  of  Israel 
and  is  concerned  for  its  security  and  for  the  well  being  of  its  citizens.  At  this  testimony 
will  reveal.  APN  strongly  supports  territorial  compromise  between  Israel,  its  Arab 
neighbors  and  the  Palestmians  and  advocates  a  substantial  active  role  in  the  peace 
process  for  the  United  States. 

Israel,  the  Palestinians,  Jordan  and  Syria  all  have  their  own  strategic  interests 
for  engagement  in  the  pjeace  process.   For  the  first  time  since  the  signing  of  the  Camp 
David  Accords.  Jordan.  Israel  and  the  Palestinians  are  committed  to  negotiating  interim 
arrangements.   All  parties  accept  the  United  States  as  the  convener,  mediator,  and 
guarantor  of  the  process. 

Because  of  the  demise  of  the  former  Soviet  Union  and  the  end  of  the  Cold  War, 
there  is  no  significant  force  outside  the  region  to  support  radical  rejectionist  political 
forces.  A  successful  outcome  to  the  multilateral  negotiations  and  the  bilateral  talks 
will  serve  to  reduce  the  influence  of  rejectionist  political  forces  within  the  region. 
Iraq's  military  defeat  has  reduced,  at  least  temporarily,  the  threat  on  Israel's  eastern 
border  and  created  a  window  of  oppwrtunity  for  Middle  East  peace  negotiations. 

The  recent  escalation  in  the  cycle  of  violence  only  serves  to  underscore  the  need 
for  an  active  U.S.  role  in  the  f)eace  process.  Though  somewhat  counterintuitive, 
violence  on  the  ground  in  Israel  and  the  occupied  territories  creates  both  the 
opp>ortunity  and  the  necessity  for  American  involvement. 

Having  Prime  Minister  Rabin  at  the  helm  in  Israel  has  created  enormous 
possibilities  for  the  establishment  of  a  comprehensive  peace  agreement  in  the  Middle 
East.   Rabin,  precisely  because  of  his  long  record  in  the  Israeli  military,  was  credible  as 
the  candidate  for  change  because  the  Israel  electorate  trusted  his  expertise  on  security 
matters.   The  Israeli  Prime  Minister's  pragmatic  willingness  to  engage  in  territorial 
compromise  on  all  fronts  has  created  new  possibilities  for  Middle  E^t  peace  that 
reconcile  Israeli  security  requirements  with  Palestinian  Arab  territorial  claims. 

The  tracks  regarding  bilateral  issues  between  Israel  and  Syria,  Israel  and  the 
Palestinians,  and  Israel  and  Jordan  each  now  have  an  agreed  upon  agenda  for  the  talks. 
Nevertheless,  the  negotiations  have  had  a  number  of  serious  negative  dynamics  over 
several  core  issues.   Both  Israel  and  the  Palestinians,  and  to  a  lesser  extent  Jordan  and 
Syria,  have  domestic  political  problems  that  hinder  their  ability  to  put  forth  serious 
proposals  that  might  lead  to  agreement.   Without  active  U.S.  involvement  to  help 
resolve  the  differences  that  still  separate  the  parties,  the  negative  dynamics  in  the  talks 
will  likely  poison  the  possibility  of  reaching  agreements. 
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The  role  that  Secretary  of  State  Baker  developed  for  the  U.S.  was  based  on 
reaching  agreement  to  get  to  the  negotiating  table.   That  role,  while  constructive,  only 
set  the  conditions  for  reaching  agreement  to  get  to  the  negotiating  table.  Now  it  is  time 
for  the  United  States  to  play  an  active  and  substantive  role  in  the  negotiations  process 
itself.   After  all.  no  Israeli-Arab  treaty  or  disengagement  agreement  has  ever  been 
successfully  concluded  without  the  substantive  leadership  of  the  United  States 
government. 

United  States  policy  toward  the  Middle  East  peace  process  should  continue  to  be 
bipartisan.  Since  their  adoption,  the  principles  set  forth  in  United  Nations  Security 
Coundl  Resolution  242  and  the  Camp  David  Accords  have  been  supported  by  every 
Democratic  and  Republican  Administration.   Bipartisanship,  however,  should  not  deter 
the  U.S.  from  puttmg  forth  "bridging  proposals    when  the  parties  are  in  difficulty. 

Because  Israel  and  the  Palestinian  delegation  have  now  committed  themselves  to 
negotialmg  transition  arrangements  which  have  been  a  cornerstone  of  U.S.  policy  since 
the  Camp  David  Accords,  it  is  important  that  the  U.S.  refrain  during  the  transition 
negotiations  from  volunteering  any  statements  on  final  status  issues,  or  suggesting  that 
the  U.S.  has  a  preference  on  fmal  status  arrangements. 

The  U.S.  needs  to  act  quickly  to  re-solidify  the  strategic  relationship  between  the 
United  States  and  Israel.   Prime  Minister  Rabin  will  be  greatly  assisted  in  building 
Israeli  public  support  for  the  peace  process  and  territorial  compromise  if  there  is  close 
consultation  and  concrete  cooperation  between  Israel  and  the  United  States  on 
strategic,  economic  and  security  issues.     Israel's  willingness  to  engage  in  territor»al 
compromise  entails  calculated  risks,  but  it  is  understood  by  the  present  Israeli 
government  to  be  necessary  if  Israel  is  to  achieve  peace.   Israel's  capacity  to  take  these 
risks,  however,  is  largely  dependent  on  continuing  unequivocal  suppwrt  from  the 
United  States  on  security  matters. 

The  U.S.  should  work  with  Israel,  the  Arab  states  and  the  Palestinians  to 
redefine  the  concept  of  security  to  reflect  the  new  realities  in  the  region.  Concern  for 
traditional  aspects  of  security  -  arms  reduction,  verification,  resolution  of  border 
disputes  —  must  be  accompanied  by  the  development  of  regional  mechanisms  that 
foster  environmental  cooperation,  economic  cooperation  and  conflict  resolution 
mechanisms.   The  multilateral  tracks  of  the  peace  talks  provide  important  fora  for 
these  consultations. 

Israel  and  most  of  the  Arab  states  have  expressed  concern  about  the  escalating 
arms  race  which  is  pouring  conventional  and  non-conventional  arms  into  the  Middle 
East.   The  U.S.  should  work  to  reverse  the  arms  race  in  the  region  through  its  strong 
support  for  the  multilateral  arms  control  talks.   In  addition,  it  should  institute 
economic  conversion  plans  here  at  home  so  that  the  threat  of  unemployment  in  the 
defense  industry  does  not  remain  a  factor  in  fueling  the  proliferation  of  weajx)ns  in 
the  region. 
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PREPARED  STATEMENTS-Latin  America 


Full  Committee  Statement  of 
Congressman  Benjamin  A.  Gilman  on 
U.S.  Interest  in  Latin  America 


Mr.  Chairman: 

Today  the  Committee  continues  its  series  of  overview  hearings  on  key  foreign 
policy  issues  facing  the  United  States  in  the  post-Cold  War  era  by  focusing  on  issues 
relatmjg  to  Latin  America.  No  region  was  more  contentious  during  the  past  decade  and 
no  region  offers  more  opportunities  for  the  United  States  in  the  years  aiiead.  I  am 
delighted  to  participate  m  this  effort. 

The  Latin  America  of  the  1990s  is  highlighted  by  economic  reform  and 
liberalization  efforts  stretching  from  Argentina  to  Mexico.   There  is  a  wealth  of 
opportunity  for  the  United  States  to  increase  trade  and  investment  in  this  region.   But 
these  opportunities  do  not  come  without  some  peril.  How  we  as  a  nation  respond  to  the 
unique  situations  in  many  of  these  countries  is  an  issue  awaiting  consensus. 

The  governmental  upheavals  that  we  have  seen  in  Peru.  Nicaragua  and  El  Salvador 
have  led  to  the  more  manageable  problems  of  nations  first  experienang  pluralism.  As 
ballots  replace  bullets  as  the  means  to  effect  change,  we  are  faced  with  new  challenges  in 
our  efforts  to  support  these  emerging  democracies. 

The  progress  shown  by  many  Latin  American  countries  is  —  unfortunately  —  not 
shared  by  Cuba  or  Haiti.   In  the  vital  Caribbean,  both  nations  remain  isolated  from  their 
neighbors,  yet  pose  continuing  concerns.   Our  ability  to  join  with  the  Organization  of 
American  States  and  other  international  bodies  in  dealing  with  both  countries  remains  a 
high-priority  concern. 

We  cannot  discuss  Latin  America  without  mentioning  narcotics  production  and 
trafficking.   Financially  beleaguered  nations  cannot  afford  to  train,  equip  and  pay 
adequate  police  forces  to  combat  the  drug  lords.   Despite  increased  international 
commitment  to  narcotics  trafficking  and  money  laundering,  this  is  a  problem  that  will 
last  throughout  the  1990s. 

Today's  panel  represents  a  wide  range  of  views  on  policy  in  this  important  region. 
I  look  forward  to  their  testimony. 
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Inter- American  Dialogue 


Statesant  of  Patar  HaXia 

Actinq  Prasldant 

Int«r-AB«rican  Olalegua 

bafora  Cba 

Coaaittaa  on  Foralgn  Affairs 

Unload  statas  Houaa  of  Raprasan^atlvaa 

Fabruary  3,  1993 

Nasbin^ton,  D.C. 


r  graanly  appreciate  this  opportunity  to  diacuaa  US  policy 
toward  Latin  Aaarica.   Although  Z  will  be  preaenting  ay  own  views 
today,  Duch  of  what  I  have  to  say  will  be  drawn  fron  the  recently 
released  policy  report  of  the  In^ar-Aaerican  Dialogue, 
Convgraance  and  CoBmunitv;  The  Anerieaa  In  1993.  and  an  earlier 
report  Issued  by  a  special  Dialogue  tasK  force  on  Cxiba.   Z  have 
submitted  copies  of  both  reports  for  the  record.   As  aany  of  you 
Icnow,  the  Inter-Amaricain  Dialogue  is  an  asseobly  of  some  100 
Wastarn  Hemisphere  leaders  who  meet  periodically  to  review  and 
offer  recoBmendations  on  US-Latin  American  relations. 

Baclc  in  November,  Bill  Clinton  said  to  a  group  of  Latin 
American  officials  that  he  wanted  to  join  with  their  nations  to 
craaca  a  "Western  Hemisphere  Comm\inity  of  Democracies."   This  is 
obviously  an  ambitious  goal — but  it  is  the  right  goal  for  these 
times.   The  main  challenge  for  the  United  States  in  Latin 
American  today  is  not  resolving  old  conflicts,  although  there  are 
acill  some  of  these  hanging  about.   Instead,  it  is  effectively 
managing  new  opportunities  for  cooperation  between  the  United 
States  and  the  region. 

T=  meat  that  challenge.  President  Clinton  and  his  advisors 
have  to  accomplish  three  fundamental  and  interlinked  tas)cs:   the 
building  of  constructive  economic  partnerships  with  the  nations 
of  Latin  America;  the  strengthening  of  democratic  practice  and 
respect  Cor  human  rights  throughout  the  hemisphere;  and  the 
fostering  of  social  opportunities  to  reduce  poverty  and 
inequality.   These  are  the  essential  building  bloclcs  of  a 
democratic  community,  and  each  oust  be  pursued  in  tandem  with  the 
otners.   The  decisions  made  and  actions  talcen  on  the  following 
agenda  of  isauea  will  be  crucial. 

1j T^e  Worth  Aaarican  Tree  Trade  Aq-reenent  fWXFTX) 

The  North  Aaarican  Free  Trade  Agreement  (NAFTA) ,  designed  to 
breax  down  trade  barriers  between  the  United  Statea,  Mexico,  and 
Canada,  will  ba  the  first  crucial  test  of  the  new 
adz:!.- istration' s  commitment  to  regional  economic  partnerships. 
After  -wo  years  of  negotiation,  the  MAFTA  was  signed  by  President 
Busn  in  o«c«Bb*r  and  now  aueC  be  presented  to  Congress  for 
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ratification. 


A  grsat  daal  is  riding  on  thm  HAFTA.   Its  rajaotion  at  thia 
staga  vould  b«  a  davastating  blow  to  US  tlaa  vith  Maxico,  far  and 
away  our  most  important  bllataral  r«latlonsbip  in  all  of  Latin 
America.   Tha  defeat  of  NAFTA  vould  also  gut  the  core  of  future 
inter-ABarlcem  trade  arrangeaents.  Approval,  conversely,  vould 
set  the  stage  for  free  trade  negotiations  vith  other  Latin 
American  countries  and  the  eventual  development  of  a  hemisphere- 
vide  trading  system. 

Clinton  has  consistently  supported  NAFTA.   He  must  nov 
invest  the  energy  and  political  capital  needed  to  vin 
congressional  endorsement  of  this  still  controversial  accord.   He 
is  right,  hovever,  to  demand  that  NAFTA  be  fortified  by 
supplemental  accords  that  adequately  protect  the  environment  and 
workers'  rights.   These  vould  broaden  US  public  and  Congressional 
support  for  NAFTA,  reduce  negative  spinoffs,  and  assxire  the 
benefits  are  more  fairly  distributed.   In  addition,  vhile  the 
NAFTA  negotiations  are  helping  to  open  up  Mexican  politics  in  a 
variety  of  ways,  the  United  States  should  continue  to  vork 
directly  for  a  more  democratic  Mexico,  free  from  electoral  fraud 
and  human  rights  aJsuses. 

TI.   Building  Henjgpharie  Trada  Ties 

Although  NAFTA  takes  first  priority,  the  Clinton 
Administration,  together  vith  the  governments  of  Mexico  and 
Canada,  should  move  quickly  to  transform  that  agreement  into  a 
hemisphere-vide  free  trade  club.  Every  Latin  American  and 
Caribbean  nation  should  be  velcome  (and  encouraged)  to  join~' 
provided  that  it  is  villing  to  play  by  the  rules,  vhich  should 
include  a  comnitmant  to  democratic  governance. 

Even  prior  to  NAFTA 's  approval  by  Congress,  the  three  North 
American  partners  should  begin  consultations  vith  other  regional 
governments  to  establish  criteria,  procedures,  and  timetables  for 
building  a  full-fledged  Western  Baaisphere  trade  pact.   An 
economically  integrated  hemishpere  vould  enable  every  nation  to 
become  more  productive  and  compete  more  effectively  in  the  global 
economy. 

III.   The  collective  Defense  of  Democracy 

President  Clinton  has  voved  agressively  to  support  the 
promotion  of  democracy  and  human  rights  vorldvide,  but  has  given 
little  indication  of  how  he  proposes  to  carry  out  that  pledge. 
In  Latin  America,  the  best  way  to  proceed  is  to  fortify  the  role 
of  the  Organization  of  American  States  (OAS)  in  mobilising 
collective  efforts  to  safeguard  and  advance  democratic  practice. 
After  years  of  irrelevance,  the  OAS  has  recently  emerged  as  a 
significant  actor  in  inter-American  affairs  and,  for  the  first 
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tiaa  ev«r,  has  •stablished  proc*duras  for  raspondlng  to 
violations  of  tha  daoaocratic  ordar. 

Clearly,  tha  OAS  has  not  aada  vuch  progress  In  Haiti  or 
Peru — tha  first  two  tests  of  its  new  procedures.   That  does  net 
nean  that  Washington  should  now  give  up  on  the  OAS,  however.   The 
challenge  for  the  Clinton  AdJidnistration  is  to  provide  the 
leadership  needed  to  reshape  the  Organization  into  a  more 
vigorous  and  effective  Instruaent  of  multilateral  action.   Host 
La^in  Aaerican  countries  are  prepared  to  join  the  United  States 
in  that  effort.   It  will  require  such  initiatives  as  bolstering 
the  authority  of  the  OAS  Seoretary-<3eneral ,  streamlining  the 
Organization's  decisionmaXing,  and  expanding  the  mandate  and 
resources  of  two  key  agencies — the  Inter-American  Commission  of 
Human  Rights  and  the  Unit  for  Democracy — while  trimming  back  the 
rest  of  the  Organization. 

In  the  specific  cases  of  Haiti  and  Peru  (and  in  other 
situations  of  constitutional  breakdown  that  may  arise  in  the 
future) ,  the  United  States  and  other  OAS  members  must  keep 
sustained  pressure  on  all  sides  to  negotiate  until  agreement  is 
reached  to  restore  democratic  rule.   The  Haitian  generals,  for 
example,  should  be  know  that,  if  they  refuse  to  negotiate 
seriously,  end  the  widespread  abuse  of  human  rights,  and 
ultimately  agree  to  yield  power,  the  currently  limited  embargo 
would  be  tightened  and  other  sanctions  imposed.   But  Aristide  and 
his  supporter  cannot  be  allowed  to  block  progress  either.   They 
must  also  be  pressed  to  bargain  in  good  faith.   Over  the  longer 
run,  the  only  way  to  stop  the  outpouring  of  refugees  from  from 
Haiti  is  to  revive  hope  among  the  country's  impoverished  majority 
by  ending  repressive  military  rule  and  reconstructing  a 
devastated  economy. 

TV.   Other  Democratic  Initiatives 

There  are  several  additional  initiatives  that  the  United 
States  can  and  should  take  to  strengthen  democracy  in  Latin 
America.   The  new  administration  should  review  US  military 
programs  in  Latin  America  and,  where  they  are  still  considered 
necessary,  make  sure  they  are  reinforcing,  not  weakening, 
civilian  authority.    All  military  aid  should  be  channeled 
through  elected  civil i«m  leaders,  conditioned  on  respect  for 
human  rights,  and  avoid  enmeshing  armies  in  political  tasks. 
Further,  the  United  States  should  encourage  national  and  regional 
dialogues  among  civilian  and  military  officials  to  develop 
regionvida  norms  regarding  the  missions,  size,  and  weaponry  of 
armed  forces. 

The  United  States  can  also  expand  nonpartisan  assistance  to 
strengthen  legislatures  and  judicial  systems,  and  provide  similar 
help  to  non-govammentai  organizations  (MCOs) —political  parties, 
trade  unions,  human  rights  groups,  business  and  consumer 
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•asoclatlons,  and  civic  and  comunity  organisation* — through 
which  the  daaands  of  ordinary  peopla  «r«  •xprssaad.   Ind««d, 
collaboration  with  NGOs  should  becoa*  a  major  n«v  ingredient  in 
Aaerican  foreign  policy. 

Finally,  US  initiatives  can  contribute  to  the  struggle  for 
social  justice  in  the  Auericas—and  there  is  such  lost  ground  to 
be  regained  after  a  decade  of  debt  crisis  and  economic 
restructuring.   Given  its  domestic  commitment  to  "put  .people 
first,"  the  Clinton  team  will  understand  that  progress  toward 
democracy  cannot  be  sustained  as  long  as  mass  poverty  and 
profound  economic  inequalities  plague  the  hemisphere. 

Through  its  own  aid  programs  and  its  influence  on  the 
priorities  of  the  global  financial  institutions,  Washington 
should  work  to  incre&se  international  support  for  broadening 
social  opportunities  and  make  common  cause  with  those  in  Latin 
America  who  want  to  turn  poverty  reduction  into  a  crucial 
national  goal.   The  Clinton  Administration  should  use  US 
political  and  financial  muscle  in  Latin  America  to  lean  against 
the  political  imbalances  that  exclude  the  poor  from  their 
nations'  progress. 

3^1 The  Old  Issues  that  Refuaa  to  Co  Avav; Central  AiB«riea. 

Cuba,  and  Drug  Trafficking 

Although  the  wars  in  Central  America  have  largely  ended, 
democratic  rule  and  respect  for  human  rights  remain  weak  in  every 
nation  of  the  region  except  Costa  Rica.   Abject  poverty  remains 
pervasive,  and  most  of  the  coxintries  are  economically  distressed. 
The  United  States  still  maintains  considerable  influence  in 
Central  America  and  could  contribute^  importantly  to  political 
opening,  economic  reconstruction,  and  the  resettlement  of  large 
numbers  of  refugees  and  displaced  persons.   That,  however,  will 
cost  money,  and  US  economic  assistance  to  the  region  has  been 
sharply  curtailed  in  the  past  few  years. 

The  Clinton  Administration  could  partially  compensate  for 
the  reduced  aid  flows  by  providing  some  additional  trade 
preferences  and  encouraging  increased  lending  by  the  World  Bank 
and  Inter-American  Development  Bank.   But  the  fact  is  that,  to 
play  a  constructive  role  in  Central  America  today,  the  United 
States  will  have  to  come  up  with  more  hard  cash. 

Like  his  eight  predecessors.  President  Clinton  will  not  be 
able  to  avoid  dealing  with  Fidel  Castro's  Cuba.   Nothing  that 
Clinton  has  said  so  far  suggests  that  his  administration  would  be 
disposed  to  change  current  US  policy,  directed  at  squeezing  Cuba 
economically  and  isolating  it  diplomatically.   Yet,  that 
approach — which  has  been  pursued  for  more  than  thirty  years— is 
stale,  unimaginative,  and  unproductive.   It  is  time  for 
Washington  to  set  a  new  course  rather  than  be  guided  by  inertia. 
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This  past  S«pt«ab«r,  a  task  forca  of  tha  Intar-Aaarlcan  Dlalogua 
put  forth  a  sansibla  altematlva  that  should  b«  considered.   It 
proposes  combining  continued  econoaic  pressure  with  new 
incentives  for  political  opening,  seeXs  a  marked  expansion  of  the 
flow  of  infomation  and  ideas  to  the  island,  and—nost 
importantly — urges  greater  cooperation  between  tha  United  States 
and  Latin  America  in  trying  to  encourage  peaceful  change  in  Cuba. 

The  choice  for  President  Clinton  is  whether  to  pursue  a 
fresh  and  more  activist  approach,  involving  an  effort  to  mobilize 
an  intarnational  coalition  and  to  begin  bargaining  with  Cuba — or 
whether  to  continue  a  policy  of  passively  waiting  for  the  Cuban 
authorities  to  take  tha  first  steps  or  for  Fidel  Castro  to  pass 
from  the  scene. 

Decisions  also  have  to  be  made  about  international  drug 
policy.   Now  that  tha  war  against  drugs  has  receded  as  an  issue 
in  US  politics,  there  may  now  be  room  for  some  significant  policy 
changes — and  these  are  justified  on  both  substantive  and 
financial  grounds. 

As  conveyed  in  a  series  of  private  studies  and  government 
reports,  the  evidence  is  overwhelming  that  US  anti-drug  efforts 
overseas  have  had  no  impact  on  US  drug  problems  at  home  and 
probably  never  will.    Given  the  scarcity  of  foreign  aid 
resources,  fxinding  for  drug  initiatives  in  Latin  America  should 
either  be  sharply  curtailed  or  more  effectively  directed  to 
helping  Latin  American  governments  to  deal  with  their  drug 
problem6--not  ours. 

President  Clinton  has  inherited  a  well>defined  policy  agenda 
for  Latin  America.   With  the  end  of  .the  Cold  War,  a  significant 
bipartisan  consensus  has  emerged  in  Washington  on  what  issues 
should  be  given  priority  attention  in  US-Latin  American 
relations,  and  that  consensus  is,  by  and  large,  shared  by  most 
governments  in  Latin  America. 

But  the  fact  that  the  agenda  is  set  and  the  issues  are 
familiar  does  not  make  the  challenges  confronting  the  new 
administration  in  Latin  America  any  less  difficult  or  important. 
The  battle  for  democracy  could  still  be  lost;  economic  progress 
in  the  region  is  by  no  means  assured;  cooperation  between  Latin 
America  and  the  United  States,  whether  on  economic  matters  or  on 
other  issues,  remains  incipient. 

The  task  of  the  Clinton  Administration  is  not  to  break  new 
ground,  but  to  consolidate  and  build  on  i^at  has  been 
accomplished,  and  seek  to  structure  an  enduring  relationship  that 
serves  the  best  interests  and  values  of  both  the  United  States 
and  Latin  America.   By  grasping  the  historic  moment,  the  Clinton 
Administration  would  benefit  all  Americans,  North  and  South.   It 
would  also  establish  a  new  standard  for  US  leadership  worldwide. 
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The  Foreign  Affairs  Committee  of  the  U.S.  House  of 
Representatives  is  to  be  commended  for  allocating  its  scarce 
time,  at  this  crucial  juncture,  to  a  general  review  of  U.S. 
foreign  policy  --  and  for  devoting  this  particular  session 
to  the  Western  Hemisphere.   During  this  hearing  its  Members 
should  be  considering  both  the  on-going  course  of  events  within 
the  region  and  how  our  approach  toward  Latin  America  and  the 
Caribbean  should  fit  into  the  requirements  of  the  new,  post-Cold 
War  foreign  policy  paradigm  that  the  United  States  now  so 
urgently  requires. 

Despite  many  obvious  problems,  the  situation  within  the 
region  has  been  extremely  favorable  in  recent  years.   The  vast 
majority  of  Latin  American  and  Caribbean  countries  have  been 
rul3d  by  more  or  less  democratic  governments.   A  truly  amazing 
process  of  market  reform  has  swept  over  the  region,  establishing 
the  basis  for  --  and  in  many  cases  the  reality  of  --  economic 
growth.   Formerly  contentious  politico-security  issues  among 
Latin  American  countries  and  between  them  and  the  United  States 
have  seemed  in  general  abeyance.   And  the  taboo  which  long 
existed  against  open  cooperation  with  Washington  appears  largely 
to  have  fallen  away. 

In  response  to  these  positive  trends  and  with  an  eye  toward 
enhancing  U.S.  competitiveness  on  the  new  global  stage,  the 
Bush  Administration  resolved  to  enter  negotiations  aimed  at 
incorporating  Mexico  within  the  North  American  Free  Trade  Area. 
And  it  offered  to  the  other  regional  nations,  through  the 
Enterprise  for  the  Americas  Initiative,  eventual  inclusion 
(should  they  desire  and  if  they  meet  the  requirements)  in  a 
truly  hemispheric  commercial  zone.   The  positive  response  of 
Latin  America  to  these  developments  has  been  phenomenal. 
Numerous  sub-regional  free  trade  arrangements  are  now  in  the 
process  of  formation  and  a  long  line  of  local  countries  desirous 
of  entering  the  hemispheric  trading  area  posited  by  President 
Bush  has  formed  up  to  our  south. 

But,  while  generally  better,  the  circumstances  of  our 
regional  neighbors  was  never  as  universally  favorable  as  much 
of  our  self -congratulating  rhetoric  might  have  seemed  to  imply. 
(And  Americans  have  an  inveterate  tendency  to  generalize  about 
the  extraordinarily  diverse  countries  of  the  Hemisphere  in  ways 
they  never  would  with  respect  to  "Europe"  or  "Asia.")   Many 
of  the  democracies  of  the  region  remain  imperfect  and  potentially 
unstable.   Violence  is  an  active  reality  or  vivid  prospect  within 
a  number  of  societies.   Social  conditions,  aggravated  in  many 
cases  by  the  exigencies  of  necessary,  but  inevitably  wrenching 
economic  reform  programs,  are  extremely  difficult  and  acute. 
And  numerous  countries  have  either  been  unable  to  successfully 
execute  economic  readjustment  measures  --  or  their  populations 
have  yet  to  feel  tangible  benefits  from  the  sacrifices  made 
to  effect  them. 
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The  list  of  enduring  (and  emerging)  problems  is  as  lengthy 
as  it  is  well-known:  poverty;  deficiencies  in  housing,  health 
and  education;  lack  of  legal  and  social  justice;  environmental 
degradation;  corruption;  massive  emigration;  drug  trafficking 
and  burgeoning  coounon  crime;  bureaucracy  and  inefficiency; 
chronic  political  contention;  insurgencies  and  terrorism;  and 
still  difficult  patterns  of  civil-military  relations. 

In  fact,  it  was  never  likely  that  the  positive  trends  so 
evident  in  the  late  19808  and  early  1990s  would  endure  forever 
or  result  in  universally  favorable  and  permanent  outcomes. 
And  a  certain  retrocession  is  already  in  evidence.   The  peace 
accords  so  laboriously  tailored  in  Central  America  are  in  clear 
danger  of  unraveling.   Leftist  guerrillas  and  narco-criminals 
continue  to  wage  bloody  warfare  against  civil  society  in  Peru 
and  Colombia.   Haiti  and  Peru  have  experienced  at  least  temporary 
reversals  of  democratic  practice.   The  elected  government 
installed  by  the  United  States  in  Panama  is  floundering.   Coups 
have  been  attempted  in  Argentina  and  Venezuela,  hinting  at  the 
emergence  of  new  messianic  ultra-nationalist  political  forces 
below  the  nominally  democratic  surface.   And  some  advocates 
of  ongoing  reform  are  likely  to  go  down  to  defeat  during  the 
upcoming  round  of  regional  presidential  elections,  even  in 
certain  countries  where  democratic  structures  are  able  to 
maintain  themselves.   This  is  not  to  say  that  all  the  gains 
of  the  past  few  years  will  be  lost  in  all,  or  even  roost,  cases. 
But  it  does  mean  that  we  can  not  In  the  future  expect  an  easy 
time  in  Latin  America  —  particularly  if  we  do  not  pursue  a 
sufficiently  attentive  and  effective  policy  toward  the  region. 

It  is  important  to  appreciate  the  enhanced  value  of  the 
stake,  both  positive  and  negative,  that  the  United  States 
possesses  in  the  region  during  the  new  domestic  and  international 
era  that  we  are  now  entering.   To  the  extent  that  we  and  our 
Latin  American  neighbors  can  consolidate  and  build  upon  the 
gains  of  recent  years,  significant  regional  and  global  objectives 
of  the  United  States  will  be  advanced.   Local  democracy  will 
be  strengthened  and  social  conditions  improved.   The  prosperity 
and  competitiveness  of  our  country  will  be  enhanced.   Our 
negotiating  position  with  significant  extra-hemispheric  actors 
will  be  strengthened.   And  we  will  secure  greater  cooperation 
from  our  hemispheric  neighbors  in  addressing  the  urgent  economic 
social,  security  and  foreign  policy  problems  that  confront  us 
all. 

On  the  other  hand,  we  can  not  escape  from  closer  association 
with  the  societies  of  the  region  even  if  we  desired  to  do  so. 
The  United  States  is  already  the  fifth  largest  "Latin  American" 
country  in  terms  of  population  and  the  political,  economic  and 
social  inter-relationships  that  bind  us  to  the  Hemisphere  will 
continue  to  expand  at  a  rapid  rate.   The  future  course  of  events 
there  will  probably  affect  the  day-to-day  life  of  the  average 
American  more  directly  than  developments  in  any  other  part  of 
the  world.   And  adversities  suffered  by  regional  countries  will 
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have  increasingly  immediate  negative  consequences  within  the 
bosom  of  our  own  society. 

The  imperative  for  the  United  States,  in  terms  of  forging 
the  new  approach  to  international  affairs  that  we  now  need, 
is  to  see  that  Latin  America  becomes  a  decided  asset  --  and 
certainly  not  a  debilitating  liability  --  as  we  confront  a 
hopeful,  but  increasingly  competitive,  new  global  environment. 
This  will  require  that  the  region  be  accorded  a  decidedly  higher 
priority  than  it  has  been  accorded  since  the  Second  World  War. 
The  effort  to  Include  Mexico  in  a  North  American  Free  Trade 
Area  and  extend  this  arrangement  to  a  hemispheric  basis,  as 
envisaged  in  the  Enterprise  for  the  Americas  Initiative  were 
inspired  strokes.   But  these  endeavors  have  not  been  followed 
up  with  sufficient  vigor  and  now  face  considerable  domestic 
opposition.   They  simply  must  be  accelerated  to  the  most  prompt 
and  practicable  degree  of  completion  as  economic  issues  take 
center  stage  internationally  --  and  because  they  provide  the 
indispensable  foundation  to  consolidation  of  political  and  social 
advance  and  the  treatment  of  new-age  security  issues. 

In  this  latter  regard,  we  will  also  have  to  turn  more 
concerted  attention  to  improvement  of  the  mechanisms  of  inter- 
American  politico-security  cooperation.   The  old  machinery  of 
the  Organization  of  American  States  has  lagged  badly  behind 
the  pace  of  change  in  the  economic  realm.   And  a  closer  economic 
and  social  relationship  with  the  countries  of  the  region  creates 
the  need  for  common  and  effective  action  on  new  age  problems 
like  the  defense  of  democracy,  control  of  drug-trafficking  and 
illegal  immigration,  and  protection  of  the  environment.   In 
addition,  we  should  progressively  enable  ourselves  to  address 
positive  possibilities  —  such  as  cooperation  in  global  fora 
in  peace  keeping  and  global  trade  liberalization  --  and  adding 
an  energy  dimension  to  the  EAI  aimed  at  preserving  present 
hemispheric  self-sufficiency  against  untoward  developments  in 
other  parts  of  the  globe. 

In  sum,  we  stand  at  a  crucial  juncture  with  respect  to 
the  Western  Hemisphere,  as  we  simultaneously  seek  to  forge  a 
fresh  overall  strategy  more  appropriate  to  our  domestic  needs 
in  a  new  international  era.   Old  priorities  must  change  and 
we  must  undertake  energetic,  foresightful  new  courses  of  action. 
The  clear  imperatives  provided  by  the  Axis  and  then  the  Soviet 
Bloc  has  passed  away.   And  we  must  now  act  on  the  basis  of  our 
intelligent  self-interest  to  take  advantage  of  the  opportunities 
and  avoid  the  dangers  that  now  present  themselves.   This  means 
a  concerted  effort  to  renew  the  vitality,  prosperity  and 
competitiveness  of  U.S.  society  vis-a-vis  all  comers  and 
contingencies  as  we  approach  the  21st  Century. 

Our  relationship  with  the  Western  Hemisphere  will  be 
critical  in  this  regard  and  stands  at  a  crucial  historical 
juncture.   If  we  can  overcome  myopic  tendencies  now  and  move 
forward  with  vision  and  energy,  the  prospects  are  quite  bright. 
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And  a  failure  to  do  so  will  represent  the  squandering  of  an 
unprecedented  opportunity  that  we  will  very  soon  live  to  regret, 
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Mr.  Chairmaiv  I  want  to  begin  by  thanking  you  for  the  opportunity  to 
come  before  the  comminet;  <uiu  ouei  uiy  views  m  io  ilic  n'lajor  issues  the  nev.* 
Administration  and  new  Congress  should  address  in  United  States  relations  with 
Latin  America.  In  addition,  I  want  to  state  that  the  views  I  offer  today  are  my 
own  and  do  not  necessarily  reflect  those  of  the  Woodrow  Wilson  International 
Center. 

The  Clinton  administration  already  has  had  to  deal  with  one  of  the  major 
issues  in  hemispheric  affairs,  restoring  democratic  government  in  Haiti.  But,  as  I 
shall  explain  in  a  minute,  in  paying  attention  to  Haiti,  the  U.S.  government  has 
focused  on  what  I  consider  some  of  the  "wrong  reasons."  The  new 
administration  has  become  involved  because  of  domestic  political  pressures  - 
concern  for  the  human  and  constitutional  rights  of  the  Haitian  refugees  and 
concern  for  the  painful  and  costly  burden  a  massive  immigration  into  southern 
Florida  would  impose  on  the  people  of  that  state  and  of  our  nation  -  rather  than 
focussing  on  what  I  would  call  the  "right  reasons"  which  would  be  a  concern  for 
how  to  restore  a  democratic  government  in  Haiti  or  how  to  improve  the  quality 
of  life  for  the  people  in  Haiti.  If  the  Clinton  adminstration  deals  with  Haiti  only 
or  mainly  as  an  issue  in  U.S.  domestic  politics,  it  will  lose  a  major  opportunity  to 
lead  the  hemispheric  commuxuty  toward  collective  solution  of  the  central  issue 
on  our  agenda,  the  preservation  and  consolidation  of  democracy  throughout  the 
region,  and,  not  iiicidentally,  it  will  fail  to  staunch  the  flow  of  people  attempting 
to  leave  Haiti  for  a  haven  in  the  United  States. 

The  major  issues  in  hemispheric  affairs  confronting  this  Congress  and  this 
administration  are  not  hard  to  list.  The  hard  part  is  knowing  how  to  deal  with 
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these  issues  in  a  constructive  manner,  a  manner  that  protects  our  national 
interests  while  at  the  same  time  enhancing  the  well  being  of  the  varied,  complex 
community  ot  nations  that  comprise  this  heuiispliere,  «uul  itjiulyut^  uiu  |^u9iuori 
as  the  leader  of  the  hemispheric  communicty. 

Let  me  begin  with  the  easy  part,  listing  the  issues  for  the  U.S.  agenda.  In 
the  time  remaining,  I  shall  attempt  to  explain  my  pers(>ective  on  how  best  to  deal 
with  the  issues  on  our  hemispheric  agenda. 

I  already  mentioned  the  issue  at  the  very  top  of  the  agenda,  the  consolidation  of 
democracy  throughout  the  hemisphere.  Let  me  list  a  few  more: 

•  the  consolidation  of  the  economic  reform  programs  launched  in  virtually  every 
country  in  the  region  in  order  to  resume  economic  growth  as  quickly  as  possible 

•  continuing  and  accelerating  the  expansion  of  trade  with  Latin  America. 
(Unless  the  nations  of  Latin  America  can  trade  with  the  U.S.,  the  largest  market 
in  the  region,  the  sacritices  they  have  made  to  deal  with  the  debt  crisis  and  to 
restructure  their  economies  will  have  been  for  naught.) 

•  alleviating  poverty  and  improving  the  quality  of  life  for  the  people  of  the 
hemisphere 

•  reducing  illegal  migration  of  people  horn  one  nation  to  another 

•  reducing  the  production  of  and  the  trade  in  arms  of  mass  destruction 

•  reincorporating  Cuba  into  the  hemispheric  community 

•  protecting  our  common  environment 

•  eliminating  drug  traffic 

•  establishing  a  common  juridical  framework  for  the  respect  of  human  rights 
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This  is  long  list  and  a  list  hill  of  difficult  problems.  They  have  in  common  one 
characteristic,  the  understanding  of  which  is  essenticil  in  formulating  effective 
foreign  policy.   The  characteristic  all  o}  thiese  issues' shkre  is  that  none  6t  them 
can  be  solved  or  even  deal  with  in  an  effective  manner  by  the  United  States 
acting  alone.  These  issues  are  all  "global  issues"  in  the  sense  that  they  affect  all  of 
us  while  not  being  subject  to  the  control  of  any  single  state,  no  matter  how 
pxjwerful  or  rich.   Therefore,  Mr.  Chairman,  if  there  is  one  single  idea  that  I 
would  leave  with  you  today  it  is  that  an  effective  foreign  policy  designed  to  deal 
with  Latin  America  in  general  or  with  any  of  the  issues  I  have  listed  must  take 
into  account  the  interests,  the  perspective,  and  the  concerns  of  other  nations  in 
the  hemisphere.  The  best  mechanism  or  instrument  for  dealing  with  these  issues 
in  the  next  four  years  will  necessarily  be  multilateral  instruments  or  mechanisms. 
Collaboration  and  cooperation  will  be  the  modm  operandi  of  any  U.S.  policy  in 
the  hemisphere,  if  it  is  to  be  effective. 

Let  me  refer  briefly  to  two  examples,  to  illustrate  my  argument.  How  are  we  to 
deal  with  Haiti?  First,  we  must  understand  that  we  cannot  coerce  people  into 
democracy.  We  tried  to  force  the  Haitians  to  be  democratic.  Nearly  eighty  years 
ago,  we  invaded  Haiti  for  humanitarian  purposes  and  stayed  for  twenty  years  to 
teach  the  Haitians  how  to  be  democratic.  When  the  Haitians  want  democracy, 
we  can,  in  league  with  other  nations  in  the  hemisphere,  help  them  in  their  efforts. 
Not  long  ago,  I  wrote  a  brief  history  of  our  efforts  to  export  democracy  to 
Nicaragua.  My  conclusion  at  the  end  of  that  study  was  that  democracy  must 
grow  from  within,  it  cannot  be  forced  on  anyone  from  outside.  With  the 
chairman's  permission,  I  would  like  to  introduce  that  study  into  the  record,  as 
part  of  my  written  statement. 
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Once  we  understand  that  we  cannot  force  a  people  to  be  democratic,  we  must 
dedde  to  act  in  concert  with  others.  The  spread  of  democracy  in  fhe  hemisphere 
has  reached  unprecedented  levels.  vVe  ^houIJ  i«kv.  uwI..^.L-^v  oXhii  hLrtcritxilly 
unique  development  to  bring  other  nations  in  the  hemisphere  into  our  counsel 
and  encourage  other  nations  to  join  us  in  assuming  responsibility  for  the  good 
behavior  of  all  members  of  the  community.  We  caimot  be  tne  woria's  policemai.ii 
we  should  not  want  to  be  the  hemisphere's  policeotum.  The  responsibility  for 
good  government  is  the  responsibility  of  all  We  must  show  our  leadership  in 
getting  other  nations  in  the  hemisphere  to  share  the  responsibility  with  us. 

My  last  example  is  dealing  with  drug  traffic.  I  hop>e  we  have  learned  our  lesson 
that  unilateral  interdiction  does  not  work.  More  important,  we  should  have 
learned  that  we  cannot  ignore  the  legitimate  concents  of  other  sovereign  states  in 
attempting  to  stem  the  flow  of  drugs  into  our  nation.  We  must  begin  by 
establishing  a  community  of  shared  responsibility  among  the  nations  in  the 
region.  In  the  last  analysis  all  of  us  are  diminished  by  the  culture  of  drugs  and  all 
of  us  would  benefit  from  its  eradication. 

Mr.  Chairman,  let  me  close  by  remiiuling  the  committee  that  just  a  few  years  ago. 
President  George  Bush  announced  the  begiiming  of  a  New  World  Order  in  the 
aftermath  of  the  Cold  War.  That  phrase  may  have  Ijeen  too  optimistic,  certainly 
for  the  world  as  a  whole.  If  we  turn  our  attention  to  the  Western  Hemisphere, 
we  have  an  historic  opportujiity  to  create  a  community  of  nations  boimd  by  an 
allegiance  to  democratic  government,  by  resf)ect  for  human  rights,  aiui  by  a 
shared  responsibility  for  the  wellbeing  of  all  members  of  the  commuruty.  By 
sharing  responsibility  with  our  neighbors,  we  can  accomplish  our  common  goals. 
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Nicaragua:  The  Limits 
of  Intervention 


Joseph  S.  Tulchin  and  Knuc  Walter 


I  HE  ELECnOI  of  Senora  Vioieta  Chamorro  in  Febniary  1990  as  the 
president  of  Nicaragua  has  been  understood  as  pan  of  the  alluvial  tide 
running  in  (zyor  of  democracy  throughout  the  worid.  In  Wuhington,  the 
administraiioa  of  George  Bush,  as  surprised  by  the  results  as  most  observ- 
ers, welcomed  the  outcome  as  the  Snal  vindication  of  the  policy  of  Ronald 
Reagan  in  Central  America,  lb  many  observers  in  the  United  States  and  in 
Ladn  America,  tfax  posture  appeared  disingenuous  because  for  the  better 
part  of  a  decade,  the  US.  gowemment  had  appeared  much  more  concerned 
with  the  presence  of  Cuban  and  Soviet  infliimrr  in  Nicaragua  than  with  the 
possibilities  for  demoaacy  there.  Certainly,  the  maimer  in  which  democ- 
racy as  a  policy  goal  was  subordinated  to  odier  goak  in  El  Salvador,  Guate- 
mala, and  Honduras,  and  the  manner  in  which  an  armed  insurgency  against 
the  government  of  Nicaragua  was  provided  oven  and  covert  suppon  under 
the  justificaiioa  of  anti-Coaimunism,  suggested  that  "democracy"  was  noth- 
ing more  than  a  chib  or  weapon  that  the  United  States  would  use  whenever 
convenient  against  regimes  it  considered  hostile,  in  its  ongoing  struggle  with 
the  Soviet  UnioD.  In  Central  America,  it  was  a  device  to  counter  what  the 
United  States  deciied  as  the  threat  of  external  intervention  in  the  regioa. 

Given  the  ncperknx  of  the  pnt  ten  years,  it  is  hard  to  ixnaguie  chat  the 
U.S.  gowrament  on  several  occasions  in  the  twentieth  century  fervendy 
supported  the  ouK  of  democracy  in  Nicaragua  and,  by  expliddy  support- 
ing the  govcmnent  there,  played  a  constructive  though  paternalistic  role  in 
the  efibrt  to  extend  the  rocfa  and  deepen  the  substance  of  democracy.  That 
was  the  case  during  the  use  adminiscratian  of  ^Xbodrow  Wilson  ( 1 9 1 3- 1 7) 
and  the  administration  of  ^brren  G.  Harding  (1921-23).  Indeed,  it  is 
harder,  still,  to  imagine  the  dme  when  the  U.S.  government  did  not  play  any 
significant  role  in  die  internal  affairs  of  Nicaragua.  And,  yet,  such  was  the 
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PREPARED  STATEMENTS-Asia 

STATEMENT  OF  THE  HON.  BENJAMIN  A.  OILMAN 
Mr.  Chairman: 

I  want  to  thank  you  for  holding  this  important  hearing  on  United  States  policy 
toward  Asia  and  the  Pacific.   In  the  past,  neither  the  Congress  nor  the  Executive 
Branch  gave  near  enough  attention  to  the  region.  Since  the  collapse  of  the  Soviet 
Union  and  the  end  of  the  superpower  rivalry,  our  policy  has  lacked  clear  definition. 

Nations  that  we  have  been  allied  with  and  whom  we  share  common  interests  are 
worried  that  we  may  be  disengaging  from  the  region.  Some  are  concerned  that  Japan 
may  rearm,  others  see  Chinas  military  buildup  as  reasons  for  alarm.  There  are  critics 
who  feel  we  pursue  our  ideals  regarding  democracy,  human  rights,  free  market 
economies  and  the  environment  too  strongly.  Others  believe  we  do  not  pursue  them 
vigorously  enough. 

China  has  clearly  emerged  as  the  preeminent  military  power  in  the  region  and 
her  economic  strength  is  increasing  at  an  astonishing  rate.  A  congressional  delegation 
that  very  recently  passed  through  Thailand  heard  from  regional  policy-makers  and 
media  representatives  about  their  concern  for  the  future  of  Asian  democracy  in  the 
growing  shadow  of  the  dragon.   Today  in  Bangkok,  the  Dalai  Lama,  along  with  six 
other  Nobel  laureates,  is  pressing  and  praying  for  Ang  Sun  Suu  Kyi's  release  from 
house  arrest  in  Rangoon.   The  Chinese  strongly  protested  Thailand's  admittance  of  his 
holiness  onto  Thai  soil  but  our  Thai  friends  refused  to  back  down,  setting  a  courageous 
example  for  the  other  budding  democracies  in  the  region. 

Unfortunately,  the  Thai  relationship  to  the  communist  Khmer  Rouge  is  not  as 
definitive.  Thai  businessmen  continue  to  violate  U.N.  sanctions  against  trading  with  the 
dreaded  Maoist  group,  thus  jeopardizing  the  Paris  peace  accords.   The  Khmer  Rouge 
refuses  to  disarm  in  violation  of  the  accord  to  which  it  is  a  signatory.   And  SOC  (the 
ruling  state  party  of  Cambodia  that  was  installed  by  the  Vietnamese)  murders  and 
harasses  its  political  opposition  as  they  attempt  to  gear  up  for  the  U.N.  sponsored 
elections  in  May. 

As  democracy  finds  it  difficult  to  take  root  in  Indochina,  the  possibility  of 
nuclear  conflagration  threatens  it  in  South  Asia.   The  conflict  between  India  and 
Pakistan  regarding  separatist  movements  and  human  rights  violations  continues  to  brew 
religious  fundamentalism  and  threatens  pluralist  secular  institutions. 

Where  there  are  strong  democratic  traditions,  such  as  in  Australia  and  New 
Zealand,  there  are  weak  economies.  Our  friends  "down  under"  are  attempting  to  more 
fully  integrate  in  the  region,  and  we  could  learn  from  and  support  their  efforts.   I 
hope  that  our  witnesses  today  will  comment  on  the  future  of  ANZUS  and  other 
regional  U.S.  military  alliances  during  this  post-Cold  War  era.  While  the  world 
appears  to  have  changed  dramatically  in  some  respects,  the  Cold  War  moves  full  steam 
ahead  in  North  Korea. 

I  again  thank  the  Chairman  for  holding  this  important  hearing  and  look  forward 
to  hearing  from  our  expert  witnesses. 
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PREPARED  STATEMENT  OF  THE  HON.  GARY  L.  ACKERMAN 

February  17. 1993 


Thank  you.  Mr.  Chairman.   I  am  delighted  to  welcome  this  distinguished  panel 
in  my  new  capacity  as  chairman  of  the  Asia  and  Pacific  Subcommittee.  I  look  forward 
to  working  with  the  distinguished  gentleman  from  Iowa.  Jim  Leach,  the  subcommittee's 
ranking  Republican  member.   I  have  long  considered  him  one  of  the  most  thoughtful 
Members  on  either  side  of  the  aisle.   I  ako  wish  to  commend  the  chairman  of  the 
Foreign  Affairs  Committee.  Lee  Hamilton,  for  holding  this  series  of  hearings. 

It  is  my  understanding  that  the  purpose  of  this  hearing  is  to  educate  new 
Members  on  some  of  the  more  critical  foreign  policy  challenges  our  Committee  will 
face  in  the  months  ahead,  as  well  as  to  critique  past  U.S.  policy  towards  Asia.  Those 
are  both  salutary  objectives  and  I  support  them  entirely. 

Asia  and  the  Pacific  is  a  region  where  we  are  constantly  reminded  that  global 
interdependency  exists  in  both  the  economic  and  security  realms. 

While  the  dissolution  of  the  Soviet  Union  signified  an  end  to  the  Cold  War,  in 
Asia,  North-South  tensions  between  the  Koreas  and  India  and  Pakistan  constantly 
remind  us  that  the  pall  of  nuclear  weapons  must  somehow  be  eliminated. 

We  are  also  reminded  that  in  our  interdependent  world  each  player  in  the 
global  economy  is  intrinsically  linked  to  each  other. 

We  have  made  great  progress  in  creating  an  even  playing  field  in  Korea.   In 
Japan,  we  desire  to  work  together  with  the  Japanese  to  resolve  our  bilateral  trade 
disputes.   So  many  are  quick  to  criticize  Japzin  for  not  playing  a  large  enough  role  in 
defense  burden  sharing. 

Let  me  just  say  that  stationing  American  troops  in  Japan  is  a  bargain.  The 
Japanese  pick  up  all  host  nation  support  costs  for  our  troops  except  their  salaries. 

Name-calling  and  Japan  bashing  is  not  the  way  to  conduct  business  with  Japan. 
I  firmly  believe  that  with  good  intentions  on  both  sides,  we  can  learn  to  compromise. 

I  look  forward  to  hearing  your  testimony  on  these  issues,  as  well  as  the  whole 
concept  of  pushing  for  democratic  reform  in  the  People's  Republic  of  China,  Burma, 
and  some  of  the  other  nations  of  the  Asian  and  Pacific  Rim  region.   Thank  you. 
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PREPARED  STATEMENT  OF  THE  HON.  ENI  F.H.  FALEOMAVAEGA 

As  the  United  States  enters  the  twenty-first  century  -  what  many  have  called 
the  dawning  of  the  Pacific  century  -  our  nation's  interests  are  substantial   in  this 
increasingly  important  region  of  the  world  —  the  Asia-Pacific. 

In  this  decade  and  into  the  next  century,  the  countries  of  the  Asia-Pacific  shall 
play  an  increasingly  crucial  role  in  the  economic,  political,  strategic  and  security  needs 
of  the  U.S.  and  the  world.  As  has  been  often-stated,  the  twenty-first  century  -  the 
Pacific  century  -  shall  truly  be  an  era  marked  with  miraculous  advancement  by  this, 
the  world's  most  dynamic  and  rapidly  developing  region. 

I  have  long  advocated  that  America  has  a  fixation  with  the  affairs  of  the  North 
Atlantic  that  has  resulted  in  failure  to  pay  proper  attention  to  the  countries  of  the 
Asia-Pacific.   The  evolving  events  of  the  world  make  it  imperative  that  this  change. 

The  economy  of  the  Asia-Pacific  region  today  is  staggering  in  size  and 
breathtaking  in  growth.  Our  country  has  a  substantial  stake  in  the  region's  economy. 

In  1991.  America  did  just  shy  of  $325  billion  worth  of  total  trade  with  the 
countries  of  the  Asia-Pacific  -  easily  matching,  and  nearly  doubling,  the  trade  we 
conducted  with  western  Europe.   Trade  with  the  region  is  projected  to  increase  to  $400 
billion  by  the  end  of  this  decade. 

Today,  over  2.6  million  American  jobs  are  dependent  on  trade  with  the 
Asia-Pacific,  with  U.S.  investments  in  the  region  exceeding  $62  billion,  and  American 
exports  there  surpassing  $310  billion. 

With  the  "four  tigers"  being  joined  by  the  "little  dragons"  and  the  emergence  of 
"greater  China."  all  of  these  countries  having  vigorously  expanding  economies,  some  up 
to  11%  annually  -  these  facts  paint  a  picture  that  has  experts  in  international  finance 
predicting  that  the  Asia-Pacific  region  will  shortly  replace  the  North  Atlantic  as  the 
center  of  World  Trade.    My  feeling  is  that  this  has  already  occurred. 

With  this  explosive  economic  boorh  in  Asia  and  the  Pacific,  our  nation's  state  of 
relations  with  countries  of  the  region  has  become  increasingly  volatile  and  acrimonious 
as  our  balance  of  trade  deficit  has  ballooned.    America's  rocky  relationship  with  our 
most  important  partner  and  ally,  Japan,  is  illustrative. 

In  the  security  realm,  despite  the  tremendous  transformations  taking  place 
around  the  world,  one  thing  that  has  remained  unchanged  is  that  the  United  States  has 
key  interests  in  the  Asia-Pacific  region  that  demand  America  remain  a  predominant 
military  power  there. 

Numerous  flashpoints  exist  in  the  Asia-Pacific  that  pose  threats  to  regional 
stability  and  peace.   One  that  comes  immediately  to  mind  is  the  Korean  jjeninsula. 
North  Korea's  desperate  quest  for  nuclear  weapons,  in  combination  with  her 
intuiiidating  military  force  numbering  over  a  million  soldiers,  bears  watching. 

The  People's  Republic  of  China  (PRO  has  increased  her  military  budget  by  over 
507c  since  19S9.  negotiating  the  purchase  of  advanced  jet  fighters  and  bombers,  an 
aircraft  carrier  and  other  high-technology  weap»onry.    At  a  time  when  relative  jseace  is 
at  hand,  many  m  the  region  question  the  PRC's  heavy  military  buildup.    In  light  of  the 
PRC's  renewed  claims  to  the  Spratly  Islands  and  Taiwan.  Chinese  expansionism  in  the 
region  is  feared. 
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The  withdrawal  of  U.S.  forces  and  closure  of  bases  in  the  Philippines  mandate 
that  developments  in  that  nation  are  closely  watched.   Widespread  pxiverty.  a  weak 
economy,  and  long-existing  communist-Muslim  insurgency  present  a  volatile  challenge 
to  the  Ramos  administration.    Unquestionably,  security  of  the  Philippines  and  the 
sealanes  surrounding  her  are  essential  to  the  stability  of  all  of  Asia. 

Mr.  Chairman,  in  conclusion.  I  look  forward  to  hearing  from  our  witnesses 
today,  and  their  thoughts  and  recommendations  for  U.S.  policy  on  the  security  and 
economic  concerns  in  the  Asia-Pacific  I  have  touched  on  briefly.   Thank  you. 
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Washington, 
February  17,  1993 


csxLLBnai  xcmofls  ni  p&ezrxc 
ASIA'S  mnr  aobnda  axd  zsscss  toa  ths  tnizTio  statis 

K«aB«th  s.  Courtis 

latroduotiea 

Good  Morning,  my  nam*  is  Kenneth  Courtis.  I  an  First  vice 
President  for  Deutsche  Bank  Capital  Markets,  nnd  lecture  at  Keio 
and  Tokyo  Universities.  As  Strategist  and  Senior  Economist  for  the 
Deutsche  Bank  Group  in  Asia,  I  conduct  analysis  on  major  economic, 
industrial,  financial,  technological  and  policy  developments  in 
Japan  and  the  Pacific,  and  attempt  to  assess  ^heir  impact  on  the 
world  economy.   It  is  an  honour  to  be  with  you  today. 

You  have  Invited  me  today  to  address  the  questions  of  the  most 
important  economic  developments  in  Asia  that  th«i  united  states  will 
confront  during  the  period  ahead.  In  addition,  you  have  requested 
that  I  offer  an  assessment  of  U.S.  economic  policies  toward  Asia, 
and  present  suggestions  for  addressing  the  challenges  that  the 
course  ahead  may  hold. 

The  international  economy  presents  .an  extraordinary  paradox.  While 
much  of  the  world  pains  in  recession,  Asia  continues  to  be  a  region 
of  dynamic  expansion.  From  Thailand  to  Taiwari,  from  Guandong  to 
Jakarta,  growth  is  explosive.  China  is  agait  booming,  and  the 
decisions  announced  in  Peking  since  the  trade  agreements  with  the 
United  States  and  the  meetings  of  the  14th  Concress  of  the  Chinese 
Communist  Party  last  fall  set  the  country  on  sourse  for  a  period 
of  continued,  albeit  at  times  unstable  expansion. 

Many,  however,  now  believe  that  the  region's  varathon  man,  Japan, 
which  has  run  out  in  front  of  the  pack  for  so  long,  has  seen  its 
best  days  and  has  begun  to  slide  irrevocably  in-:o  decline.  But,  the 
1990 's  will  later  be  seen  as  but  a  pause,  before  Japan  begins  a 
still  more  powerful  kick  to  higher  levels  of  performance. 

As  Asia's  economies  continue  to  expand  more  qiickly  than  the  rest 
of  the  world,  not  only  does  the  importance  of  i:he  region  grow,  but 
also  its  power,  position,  and  place  on  the  world  stage  are  in 
constant  mutation.  This  explosive  growth,  and  resulting  flux,  and 
fluidity  create  great  new  opportunity  in  the  region.  But  occurring 
in  a  context  where  the  patterns  of  history  remain  so  poignantly 
present,  these  changes  are  also  the  source  of  louch  tsnsion.  It  is 
in  this  resulting  tension  that  much  of  the  lynamism,  will,  and 
purpose  of  the  region  are  born.   But  more  is  a':  issue.   Much  more. 
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whila  Xaia  is  bacomin?  younger,  is  at  Bcheol,  saving,  invaatlng, 
and  building  for  tomorrow,  Duch  of  tha  raat  ol  tha  world  aconomy 
has  matured,  taken  on  debt,  and  aged.  The  reaiilting  global  ahift 
ia  vary  much  in  Asia's  favour,  in  1960,  ti\»  Asian  economies 
represented  four  percent  of  total  world  GKP.  Today,  they  constitute 
a  quarter,  and  a  decade  from  new  will  be  a  third  of  the  global 
economy.  Almost  all  of  that  expansion  has  coma  from  tha  axploaiva 
growth  of  the  dynamos  of  East  Asiat  Japan,  Taiwan,  Korea,  Hong 
Kong,  Singapore,  and  over  the  last  decade  lliailand,  Kalayaia, 
Indonesia,  and  China.  It  ia  for  thla  reason  tliat  from  finance  to 
trade,  from  technology,  to  security,  demograjshics ,  and  the  new 
issues  of  ecology  and  society,  developments  in  Asia  are  today  so 
relevant  to  the  America's  own  future.  They  will  become  even  more 
vital  tomorrow  as  America  moves  to  rebuild  its  own  economy. 

In  this  all-embracing  movement,  indeed  largely  iTecause  of  it,  theee 
same  developments  carry  heavy  risks.  The  regior.  is  laced  with  deep 
and  dangerous  fault  lines,  contradictions  with  the  potential  for 
the  most  complex  of  conflicts.  For  example,  galloping  urbanization 
is  creating  a  type  of  society  previously  unknovn,  and  with  it  new, 
complex  issues  of  health,  and  environment  are  posed.  The  mixture 
of  rapid  growth,  the  lightening  dissemination  cf  new  technologies, 
and  urban  massif icat ion,  sets  much  of  Asia  on  a  direct  course  for 
difficult  transition  to  the  politics  of  pai'ticipation.  Recent 
axparience  speaks  tragically  in  this  regard.  Asia  is  also  the 
region  cf  the  world  where  spendiag  on  armaments  is  growing  most 
rapidly.  In  a  context  of  numerous  conflictii  of  territory,  of 
ambition,  and  of  power,  this  situation  creatts  the  risk  that  an 
instant  of  miscalculation,  of  inattention,  or  worse,  of 
irresponsibility  could  kill  cold  the  still  so  fresh  and  fragile 
blossom  of  prosperity. 

Asia's  Kev  Agenda 

As  the  shift  to  Asia  accelerates,  the  issues  that  confront  the 
region  today  also  find  themselves  increasingly  revelant  to  the 
new  agenda  for  America's  own  renewal.   Prom  tl-is  perspective,  the 
critical  issues  on  the  new  agenda  are: 

1.  the  shift  in  the  center  of  gravity  cf  the  world  sconomy 
to  Asia 

2.  the  current  economic  situation  and  jrospects  for  Japan, 
the  region's  central  engine  for  gro>-th 

3.  the  pace  of  reform  in  China 

4.  the  building  potential  for  major  upheaval  in  the  global 
trading  system 
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5.  th«  increasingly  pr«pondM:«nt  rola  oi?  Japan  in  Asia, 
and  tha  atratagic  rotraat  of  corporai:a  Asarica 

6.  regional  security 

Dealing  with  the  Issues  that  these  forces  create  will  require  an 
uncoamon  exercise  of  leadership,  vision,  and  w:.ll,  within  the 
region,  and  on  the  part  of  the  United  States. 

Addressed  positively,  with  iaagination,  and  long-tens  eoaaiitaent, 
they  create  enormous  new  opportunities  for  ABe::ica  to  lever  a 
dynamic  domestic  strategy  to  redress  its  own  diminished  economic 
position.   Although  it  is  yet  widely  to  be  und'irstood,  the  stakes 
at  issue  for  the  united  States  in  the  region  a::a  now  such  that 
creatively  addresslr.g  these  issues  has  become  Increasingly 
critical  to  the  success  of  rebuilding  the  foundations  of 
America's  own  economy. 

1.  The  world's  Center  Of  looBemie  Gravity  Ihif ;s 

Emerging  as  the  critical  question  for  the  world  economy  through  the 
1990 's  is  the  building  imbalance  between  a  burgeoning  demand  for 
investment  capital  and  an  insufficient  pool  of  global  savings.  In 
the  period  to  1998,  global  capital  requirements  will  increase 
annually  by  close  to  half  a  trillion  dollari,  above  long-term 
trend,  with  some  forty  percent  of  the  new  demand  coming  from  Asia. 

At  the  same  time,  demographic  and  political  forces  at  work  in 
Europe  and  North  America  continue,  to  weaken  tiie  world's  savings 
base.  For  example,  the  average  savings  rate  3f  the  six  western 
membera  of  the  G-7  wae  thirteen  percent  of  QMP  in  the  ten  years 
from  1970  to  1980.  A  decade  later  it  had  fallen  to  8.1%.  It  is 
currently  running  at  7.8%.  Trends  in  demographics  and  in  public 
finances,  particularly  the  massive  budget  deficits  and  declining 
tax  bases  of  North  America  and  Southern  Europe,  are  all  now  working 
to  slow  still  further  the  pace  of  savings. 

Asia,  in  contrast,  is  moving  in  the  opposite  direction.  With  few 
exceptions,  saving  rates  are  above  30%  of  GNP  for  all  of  the  major 
economies  of  the  region.  A  measure  of  just  hmt  far  and  fast  this 
shift  is  occurring  is  that  in  1980,  the  central  banks  of  Asia 
represented  some  one  sixth  of  total  world  cen'':ral  bank  reserves. 
Today,  they  control  almost  two-fifths  of  reser«/es. 

Even  for  Japan,  despite  widespread  predictions  ^.o  the  contrary,  tha 
savings  rate  continues  to  trend  above  a  fifth  cf  GNP,  some  two  and 
a  half  times  the  average  for  the  other  memberii  of  the  OECD  group 
of  industrialized  economies. 

The  outlook  for  economic  gro*fth,  policy  trend:*,  and  demographics 
all  indicate  that  the  savings  base  of  Asia,  p.irticularly  of  East 
Asia,  will  continue  expanding  duri.ng  the  1990' s.   As  a  result. 
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savings  gsnsratod  in  Asia  will  fern  an  incrsasingly  portion  of 
total  world  savings.  That  maans  not  only  that  tia  world  balanes  of 
economic  powsr  is  sat  to  continue  its  shift  to  Asia,  but  also  that 
the  Unitsd  Statas  will  find  that  capital  it  rrquiraa  froa  abroad 
to  rebuild  its  own  economy  will  be  increasingly  available  on  terms 
detenained  by  Asia.  With  the  service  of  public  debt  now  equal  to 
America's  net  household  savings,  the  United  States  will  reaain  a 
hugh  importer  of  capital  through  the  decade. 

Zt  is  froB  this  perspective,  that  any  financial  or  econoBie 
instability  in  Asia  will  be  transmitted  to  ::he  North  Aaerioan 
economy  and  beyond  with  a  speed  and  force  that  is  still  yet  to  be 
widely  understood.  In  the  absence  of  a  long<-terB  transfer  from 
consumption  to  savings  in  the  order  of  some  half  a  trillion  dollars 
a  year,  it  will  be  impossible  for  America  to  rebuild  its  econoaic 
base,  to  renew  its  traditional  infrastructure,  i:o  begin  work  on  the 
informational  infrastructure  of  tomorrow,  to  firance  the  rebuilding 
of  the  education  system  and  large  scale  worker  retraining  without 
systematic  access  to  the  burgeoning  pools  of  Aiian  capital. 

This  situation  also  sets  faet-growing  Asian  economies  in  a 
privileged  position  from  other  perspective i.  Funds  will  be 
available  locally  to  fuel  their  growth.  From  a  zorporate  strategic 
perspective  it  also  means  that  as  Asian  economies  continue  to 
expand  more  quickly  than  elsewhere,  so  firmii  operating  in  the 
region  will  be  positioned  to  lever  that  growth  to  improve  their 
international  competitive  position.  In  the  pracess  fundamentally 
transform  the  balance  of  economic  power  across  the  Pacific  will  be 
still  further  transformed. 

Take  as  an  example  the  world  automotive  industry.  Two-thirda  of  the 
unit  volume  growth  in  the  1990*8  will  cone  from  the  blistering 
expansion  of  East  Asian  car  market.  Firms  pai-ticipating  in  that 
growth  will  see  tremendous  volume  increases  as  key  new  Asian 
markets  surge  by  twenty  to  thirty  percent  a  year.  In  turn,  this 
growth  will  allow  major  firms  operating  in  the  i  eg ion  to  slide  down 
the  cost  curve  faster  than  the  competition,  ani  so  to  lever  their 
increased  competitiveness  to  intensify  pressure  on  markets  in  North 
America  and  Europe.  As  a  result,  by  the  end  the  decade,  firms  that 
have  as  their  strategic  ambition  to  be  global  players  will  not 
remain  so  unless  they  are  major  players  in  the  Asian  marketplace. 
It  is  troubling  in  this  regard,  that  no  North  As  erica  auto  producer 
is  yet  positioned  to  be  of  more  than  a  token  player  in  any  of 
Asia's  booming  raega-marketa  of  Asia. 

2.  Japan  I  Bun  Set  or  a  Cloudy  High  voon? 

Japan  has  finally  gone  over  the  edge.  The  ecoiomy  is  in  decline. 
The  stock  market  has  crashed.  The  political  system  is  paralyzed. 
The  Eun  has  set  on  the  greatest  economic  succeis  story  of  the  past 
half  century.  Or  so  many  would  have  ub  believe. 


339 


Close  and  careful  analysis,  hovever,  ravsals  a  dlfferant  picture. 

It  is  of  a  Japan  that  Is  pxurglng  itself  of  tiie  excesses  of  the 
1980 'a,  that  is  cleansing  its  econeny,  and  that  is  aelting  off  the 
fat  accufflulated  dxiring  the  six  years  of  recorci-smashing  econonic 
expansion  of  the  post-Plasa  period.  By  the  Bid-1990's,  once  the 
econony  is  brought  down  again  to  its  rock-hard,  ooapetitive  core, 
Japan  will  be  poised  for  another  powerful  leap  ahead  through  the 
end  of  the  decade. 

In  a  sense,  Japan  is  today  in  phase  two  of  izs  response  to  the 
Plaza  Accord.  The  transition  occurring  in  the  econony  was  set  in 
notion  by  the  decisions  nade  in  1989  and  1990  to  reverse  the  course 
of  post-Plaza  monetary  policy,  and  to  bring  asset  narkets  back  into 
alignsent  with  historic  valuation  levels. 

The  decisions  to  reverse  the  policy  nix  set  in  place  as  an 
immediate  response  to  the  effects  of  the  Plaza  Accord  was  the 
result  of  a  growing  realization  by  mid-19a9  that  Japan  was  well  on 
its  way  to  repositioning  itself  to  being  competitive  in  the  post- 
Plaza  international  environment,  and  the  necessity  of  dealing  with 
the  increasingly  destabilizing  side  effects  of  the  ultra-easy 
money  policies  and  asset  market  speculation  that  they  permitted. 

Indeed,  so  fast  and  successfully  did  Japan  adapc  to  the  effects  of 
Plaza  that  it  has  in  the  interval  turned  the  Acoord  largely  to  its 
advantage.  Japanese  exports  are  today  larg<:ly  competitive  at 
current  exchange  rates.  As  a  result,  and  despite  all  of  the 
rethoric  and  endless  negotiations,  Japan's  narkst,  if  only  from  an 
economic  perspective,  is  more  competitive,  ard  so  difficult  to 
enter  than  ever  in  the  past.  At  the  same  tise  Japan  purchases 
goods,  services,  and  assets  abroad  at  half  the  cost  in  yen  terms 
of  what  was  the  case  in  the  pre-Plaza  period.  Finally,  as  the  trade 
numbers  only  too  clearly  Indicate,  Japanese  ccmpetitors  are  back 
on  the  attack  increasing  share  in  world  narketf:. 

It  is  against  that  background  that  the  precent  transition  of 
Japan's  domestic  economy  can  be  best  understood. 

Both  structural  and  cyclical  forces  are  at  work,  of  which  the  most 
important  are  the  still-to-be  completed  deflation  of  the  real 
estate  values,  the  continuing  difficulties  cf  the  equity  market, 
and  the  pause  in  capital  investment  as  finrs  wo::k  to  reduce  axcaas 
capital  stock  that  resulted  from  the  unprecedented  cycle  of 
investment  of  the  late  1980s.  More  recently,  the  OECD  recession 
has  come  to  have  a  depression  effect  on  the  eccnomy. 

More  Stimulus  Will  Be  Required  in  1993  and  1994 

Over  the  past  year,  Japan's  policy  process  has  maved  into  high  gear 
as  authorities  have  worked  to  set  in  place  a  floar  for  the  economy. 
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While  Buch  has  b«en  don«,  additional  atlnulus  ir  th«  aaount  of  aona 
10  trillion  yan  will  be  required  this  year  anl  next  in  order  to 
move  the  economy  back  towards  ita  long-term  i;rack  of  4%  annual 
growth. 

From  here,  the  moat  affective  form  cf  stiaului  would  be  a  clear 
reduction  in  personal  income  taxes.  That  would  not  only  put  new 
spending  power  directly  in  the  hands  of  the  coniumer,  but  it  would 
also  constitute  a  significant  boost  to  confidence,  which  in  turn 
would  work  to  trigger  further  domestic  demand. 

Reliquif ication  Of  The  BarJclng  System 

In  addition,  sustained  public  sector  effort  muiit  continue  to  free 
the  financial  system  from  the  weight  of  up  to  half  of  the  some  65 
trillion  yen  in  non-performing  debt  crushing  dovn  on  Japanese  bank 
balance  sheets.  The  reliquificatlon  of  bank  balance  sheets  is  not 
only  citical  to  a  reversal  in  the  deflationary  decline  of  Japan's 
monetary  aggregates,  but  also  to  the  smooth  recycling  of  the 
country's  unprecedented  current  account  surpluses  to  the  North 
American  economy. 

Should  this  process  be  in  any  way  disrupted  t^e  implications  for 
the  American  economy  and  financial  markets  wouli  be  both  immediate 
and  dire.  The  trade  account  surplus  was  $134  billion  in  1993,  and 
is  set  to  reach  $160  billion  this  year,  nearly  four  times  what  it 
was  on  the  eve  of  the  Plaza  Accord.  The  Japanei;e  financial  system 
plays  e  critical  role  in  recycling  these  surplus  to  the  North 
American  economy. 

But  the  scope  of  current  policy  measures  is  only  short-term.  In 
order  to  reverse  the  dynamics  of  Japan's  building  imbalances,  an 
intermediate-term,  structural  programme  must  bu  set  in  place.  In 
many  respects  such  a  programme  would  also  constitute  a  central 
element  of  the  international  side  of  the  nciw  economic  policy 
framework  currently  being  set  out  for  America 't;  domestic  economy. 

To  be  successful,  such  a  programme  would  have  l.o  based  on  a  joint 
United  States-Japan-East  Asia  effort  that  would  include  trade, 
niacro-economic,  micro-economic,  financial  market ,  foreign  exchange, 
and  investment  policies,  all  brought  together  into  a  coherent  whole 
to  serve  as  the  overarching  framework  for  teversing  the  ever 
increasing  risk  of  rupture  in  world  financial  narkets  that  trans- 
Pacific  imbalances  are  now  creating. 

A  )cey  uncertainty  Is  the  stability  of  Japan's  political  leadership. 
The  fallout  from  the  latest  round  of  financial  scandals  has,  at 
least  partially  destabilized  the  leadership.  <ore  turbulence  is 
ahead.  This  situation  increases  still  further  the  stakes  for 
America  in  developments  in  Japan,  and  indicateti  that  America  will 
have  to  provide  the  impetus  for  leadership. 


341 


3.  Tb*  Pao*  Of  Rafem  In  chinm 

Th«  decisions  announced  last  fall  in  Peking  vitli  tha  conclusion  of 
tha  I4th  Party  Congraas,  togatbar  vith  tha  changa  in  paraonnal  at 
tha  top  of  tha  atata  and  party,  aat  tha  count:ry  on  course  for  a 
period  of  powerful  expanaion.  Taken  together  with  the  accord  on 
trade  between  the  United  States  and  Chine,  (market  access, 
intellectual  property),  and  the  decision  to  move  to  make  China *s 
aconoaic  aanaganant  conaistent  with  OXTT,  art  all  very  strong 
positives  for  tha  region. 

Although  talk  optimism  is  pervasive,  the  reality  of  the  situation 
will  be  one  of  stop  and  go  as  authorities  deal  not  only  with  their 
own,  increasingly  deep  conflieta,  but  also  with  a  most  complex  and 
volatile  situation  aa  they  attempt  to  steer  tht  economy  to  a  new 
course,  while  maintaining  in  place  a  strongly  ai.thoritarian  atata, 
and  administratively  controlled  labour  markets. 

4.  Trade,  Asia's  xay  Lever  Of  Growth,  is  At  Siik 

The  liberalization  of  trade  has  been  the  primazy  force  for  global 
economic  expanaion  over  the  paat  three  decades,  with  the  type  of 
export-lad  growth  strategy  that  has  charactas ized  the  economic 
polieias  of  East  Asia  during  that  period,  the  region  has  been  one 
of  the  principal  beneficiaries  of  the  opening  cf  world  marketa. 

For  example,  from  1981  to  1991,  total  world  trado  increaaed  by  48%. 
During  the  aama  period,  total  trade  stu&ong  the  co:re  economiee  of  tha 
Comnon  Karket  — Germany,  France,  Italy,  and  the  United  Kingdom- 
increased  by  just  under  60%.  Wheraaa  for  all  of  Asia,  it  doubled. 
For  Singapore,  Kong  Kong,  Korea,  and  Taiwan  toral  trade  is  today 
four  times  larger  than  it  waa  just  ten  yeara  ago. 

In  this  expansion  of  trade.  Japan  and  North  Aiaerica  have  played 
opposite,  but  complamentary  roles. 

Through  direct  investment,  and  its  own  finely  targeted  trade 
expansion,  Japan  has  supplied  the  region  with  capital  and 
intermediate  goods.  Japan's  activity  has  been  instrumental  in  the 
supply  side  development  of  Asia.  The  resulting  transfer  of 
technology,  widening  industrial  base,  and  increasing 
competitiveness  have  been  key  to  Asia's  dynamic  expansion  of  trade, 
in  the  process,  however,  Japan  has  generated  hugh  trade  eurpluses 
with  key  countries  in  the  region.  By  the  end  of  this  year,  Japem's 
trade  surplus  vith  the  principle  market  economiei  of  Eaat  Aaia  will 
some  35  billion  dollars,  equal  to  its  surplui  with  the  entire 
Common  Market. 

In  contrast,  the  United  States  has  played  the  :role  cf  market  for 
Asia.  For  example,  in  1991,  net  exports  of  manufactured  goods  from 
Singapore,  Hong  Kong,  Taiwan,  Korea  to  the  United  States  exceeded 
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•xc««d«d  50  billion  dollars.  Whlla  con«UB*r  projucta  form  th«  bulk 
of  Asia's  sanufacturad  axporta  to  Aaarica,  intomadiata  goods  and 
capital  aquipmant  ara  baooming  incraaalngly  iapcrtant.  For  axaapla, 
sinca  tha  aid-1980's,  Xoraa,  Taiwan,  Hong  Kong,  and  Slngapora  hava 
build  an  axpanding  nat  surplus  with  Uia  Unitad  Statas  for  capital 
aquipxaant.  Qivan  tha  rola  that  it  has  playad  on  tha  input  aids  of 
Aaia's  economic  growth,  Japan  haa  also  gainad  iaoBansaly  froa  tha 
axpansion  of  Asia 'a  axports  to  Anerica.  For  axaipla,  about  half  of 
tha  valua-addad  of  Koraan  car  axports  to  North  Aaarioa  la  of 
Japanasa  origin. 

Thia  pattarn  of  ralationa  will  not  b«  sustainabla  during  tha  yaars 
ahead,  for  tha  ainple  reason  that  North  Aaarioa  is  not  growing 
quickly  enough.  Further,  as  a  base  condition  for  tha  Unitad  Statas 
to  reverse  Its  own  enoraous  sconoaic  labalanoss,  it  aust  work  to 
reduce  its  still  large,  and  again  expanding  truda  deficit.  Puitaad 
onto  the  defensive.  North  Aaerica  la  today  a  lass  open  aarkat  than 
it  nas  been  in  the  past.  Although  not  fundaaannally  protectionist 
in  intent,  to  the  extent  that  the  propoaad  Ncrth  Aaeriean  trade 
agreement  contains  new,  and  acre  stringent  local  content 
requirements,  it  puts  new  constraints  on  access  to  the  Aaeriean 
market. 

With  Aaerica  unable  to  abaorb  an  increasing  wave  of  iaports,  Asian 
traders  hava  begun  to  look  elsewhere.  In  the  :.deal,  Japan  ahould 
become  a  net  importer  of  manufactured  gooda  fzom  Aaia.  To  do  so, 
however,  would  require  a  major  reversal  of  public  policy,  of 
corporate  strategy,  and  of  economic  structure.  In  particular,  Japan 
would  hava  to  launch  a  massive  .  prograaae  cif  deregulation,  a 
complete  overhaul  of  its  competitions  policies,  and  more  generally 
break  tha  constraints  on  the  release  of  consuae c -centered  domestic 
demand.  However,  with  little  prospect  of  that  happening  anytime 
soon,  Asia  traders  have  begun  moving  aggreaai^'aly  into  lower-end 
markets  of  Europe. 

With  tha  high-end  and  middle  markets  of  Europe  under  attack  by 
Japanese  producers,  this  new  wave  of  exports  ] rem  Asia  will  lead 
to  further  trade  conflict.  In  particular,  thi  new  economies  of 
Eastern  Europe  see  as  the  lever  of  their  growth  the  same 
entry-level  markets  that  Asian  producara  are  targeting.  The 
dynamics  of  this  situation  are  clear:  sore  pressure  for 
protectionism. 

with  Japan  so  very  difficult  to  access,  that  msana  a  key  lever  of 
Asia's  economic  success  is  now  at  riak.  To  rt:ver8e  these  forces 
will  require  the  most  adroit  trade  diplomacy.  It  ia  also  the  key 
force  driving  Asia  to  enhance  regional  trade,  and  is  central  to 
diacuasions  about  an  ASEAN  trade  zone.  There  'a  very  much  to  do. 
Tariffs  are  higher  in  Asia  than  in  any  other  or  the  world's  major 
economic  regions.  Non-tariff  barriers  are  even  higher.  For  Asia, 
like  for  much  of  the  rest  of  the  world,  mor>  rather  than  less 
competition  would  be  further  positive  force  for  development. 
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A  Btlll  mors  bold  approach  would  ba  for  economies  of  ASEAN  to  forge 
direct  trade  ties  across  the  Pacific  with  the  new  North  American 
trade  area.  Because  of  profound  differences  of  structure,  values, 
•nd  experience,  it  is  unlikely  that  such  trans-Pacific  would  lead 
to  effective  economic  integration.  But  they  would  provide  Asia  with 
a  strategic  new  approach  to  diffusing  the  dynamics  of 
protectionism,  while  opening  more  fully  to  the  economic  momentum 
of  Asia.  It  would  also  provide  a  balance  to  Jcpen's  inoreasingly 
preponderant  weight  in  Asia. 

S.  Sole  of  Japan  la  Asia,  ead  the  Strategio  maioreat  of  corporate 
Aaeriea 

Japan  has  provided  the  focus,  and  much  of  the  iiomentum  for  Asia's 
thrust  ahead,  its  economy  represents  tvo-thlrds  of  the  entire  Asian 
economy,  it  has  set  the  pattern  for  development:,  and  provides  the 
BOdel  for  economic  management  that  in  its  many  variations  sets  Asia 
in  such  stark  opposition  to  the  doctrines  of  Siiith  and  Ricardo. 

From  Japan,  capital  and  technology  flow  through 3ut  the  region.  The 
countless  decisions  made  by  Japanese  firms,  -where  to  invest,  where 
and  what  to  produce,  where  to  source,  and  how  and  what  to  sell — 
not  only  powerfully  amplify  the  broader  dynamics  at  work  in  the 
region,  but  also  accelerate  the  pace  of  regional  integration.  But 
Japan  is  master  of  the  process.  Talk  of  the  As«ian  car.  With  their 
complex  Asian  production  capacity,  Toyota  and  Nissan  already 
produce  it. 

But  the  power  of  Japan  is  so  dominant  in  the  zegion  that  it  also 
provokes  constant  anxiety.  A  measure  of  that  poorer  is  that  average 
annual  growth  in  the  Japanese  economy  generates  new  wealth 
equivalent  to  the  annual  GNP  of  Korea,  Asia's  second  strongest 
economy.  Even  if  the  rest  of  Asia  continues  tc  grow  more  quickly 
than  Japan,  the  balance  of  power  would  not  change  soon. 

The  strategic  retreat  of  America  from  Asia,  and  Europe's  increasing 
preoccupation  with  developments  at  home,  work  i:o  strengthen  still 
further  the  position  of  Japan  in  Asia.  It  reduces,  and 
substantially,  the  options  of  countries  of  the  region.  Who  controls 
much  of  the  excess  investment  capital?  Where  increasingly  is  the 
technology?  The  answer  is  Japan. 

But  Japan's  increasing  dominance,  together  with  its  inability  or 
unwillingness  to  reassess  its  own  deep  and  difficult  history  in 
Asia  generates  throughout  the  region  unhealthy  tensions,  and  raises 
constant  Interrogations  of  Intent  and  objective.  Many,  for  example, 
in  the  region  have  raised  the  question  of  why  Japan's  emperor  did 
not  visit  Nanking  during  his  historic  trip  to  iSiina  last  year. 

An  obvious  result  is  that  much  of  Asia  remains  -sxtrenely  reluctant 
to  see  Japan  exercise  the  role  of  spokesman  for  the  region,  or 
assume  a  position  of  increased  power  in  the  United  Nations.  These 
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dlvlBions  raduca  the  weight  of  Asia  in  international  councils. 
Further  they  contribute  to  maintaining  the  Increasingly  unstable 
state  where  the  global  shift  of  economic  and  financial  power  to 
Asia  falls  still  to  have  a  comaensurate  political  currency.  Kowhere 
is  this  situation  more  problematic  than  in  the  area  of  regional 
security. 

c.  Regional  leourity 

Asia  has  three  nuclear  powers  --China,  India,  and  Russia — ;  a 
fourth,  North  Korea  is  well  on  the  road  to  going  nuclear;  perhaps 
a  fifth  In  Pakistan,  and  yet  another,  Japan,  coapletely  aasters  the 
technology  and  could  become  nuclear  overnight. 

During  the  Cold  War,  America's  unquestioned  sommitaent  to  Asia 
stability,  and  its  equally  unquestioned  econom.c  might  set  limits 
to  the  extent  of  conflict  in  the  region.  Hut  with  America's 
hegemony  fast  waning  in  the  region,  new  dlmensisns  of  security  and 
power  are  beginning  to  express  themselves  in  Aula. 

With  renewed  territorial  tensions  in  Asia,  any  shift  in  the 
region's  security  balance  carries  darlc  impl:. cations  for  North 
America. 

Of  immediate  concern  are  transportation  routes,  particularly  links 
by  sea.  For  example,  all  of  the  shipping  lanes  from  Asia  to  the 
energy  sources  of  the  Middle  East,  and  to  the  markets  of  Surope  are 
among  the  least  protected  and  most  vulnerable  in  the  world.  A 
threat  to  these  — real  or  imagined^ —  could  lead  more  quickly  than 
is  widely  realized  to  a  sharp  increase  in  the  potential  for 
conflict  in  the  region. 

The  instability  of  the  former  Soviet  Union  is  already  working  to 
expand  that  potential.  Recently,  China  purchas<2d  a  large  fleet  of 
tactical  fighter-bombers  from  the  Ukraine.  Reports  continue  to 
surface  concerning  attempts  by  China  to  purcliase  a  still  to  be 
completed  aircraft  carrier  from  the  Ukraine.  Should  that  happen, 
the  power  balance  in  the  region  would  bi  immediately  and 
fundamentally  transformed.  In  the  context  of  region  territorial 
disputes,  that  would  obliged  Japan  and  much  of  South  East  Asia  to 
take  adequate  counter  measures,  and  to  turn  agiin  to  America. 

But  Asia  cannot  continue  counting  on  America  t;o  play  forever  the 
role  of  stabilizer.  It  will  have  to  come  to  terms  itself  with  the 
new  aeourity  issues  that  economic  euccess,  and  the  shifting  global 
and  rsgional  balances  of  power  create.  But  t}:at  will  require  an 
uncommon  act  of  leadership  throughout  the  reg:.on.  Unlike  Europe, 
or  North  America,  Asia  does  rot  even  have  an  institutional  setting 
in  which  to  discuss  such  Issues.  The  ptiinful  proceee  of 
peace-making  in  Cambodia  has  been  made  all  t:he  more  so  by  the 
absence  of  such  institutions.  It  is  urgent  that  such  a  setting  be 
created.  To  wait  until  crisis  frddces  its  creation  would  be  in 
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itself  a  failure  of  laadorship. 

Chmllaag*  Aoroaa  Th«  Paolflo 

It  la  in  tha  laaua  of  laadurshlp  that  Asia  .finda  Its  graateat 
challenge  for  the  1990*8.  Tha  raaponaibllity  of  leadership  la  to 
generate  the  vlalon  that  allows  to  aumount  the  past,  to  sea  beyond 
the  imoiediate,  to  represent  the  future  to  the  piesent.  Having  cose 
so  far,  so  fast,  the  failure  now  to  generate  tke  deteminatlon  to 
lead,  the  will  to  act,  the  vision  to  see,  could  dash  the  proslse 
that  for  Asia  is  so  olose  at  hand. 

But  that  it  is  also  for  America  to  participate  isi  that  building  of 
that  new  vision.  In  successfully  meeting  that  challenge,  America 
and  Asia  would  be  working  to  set  In  place  the  b<ses  for  a  reversal 
of  the  current  drift  of  forces  across  the  Pacific.  To  do  less  or 
to  do  otherwise  would  deeply  compromise  prospects  for  success  in 
just  beginning  effort  for  America's  own  renewal.  But  in  squarely 
addressing  the  new  trans-Pacific  agenda,  not  on].y  would  tha  United 
States  assure  for  itself  a  stronger  base  for  its  own  economic 
renewal,  but  It  would  also  be  making  a  powerful  contribution  to 
broadening  the  dynamism  that  has  not  only  so  fxindaaentally 
transformed  Aaia's  economic  propsects,  but  that  t:oday  positions  the 
Paclflo  to  lead  the  renewal  of  the  world  economy. 

Mr.  Chairman ,  I  would  ask  permission  at  this  point  to  aubait  for 
the  record  a  series  of  charts  on  sharts  of  key  lata  related  to 
economic  developoents  in  the  Pacific, . 

I  would  be  happy  to  respond  to  any  questions.   Fhank  you. 

KENNETH  S.  COUPTIS. 
Washington, D.c. 
February  17,  1993. 
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Japan's  External  Surpluses 

(US$  in  billions) 


Year 

Current  Acct 

Trade  Acct 

1966 

1.3 

2.3 

1967 

-0.2 

1.2 

1968 

1.0 

2.5 

1969 

2.1 

3.7 

1970 

2.0 

4.0 

1971 

5.7 

7.7 

1972 

6.6 

8.9 

1973 

-0.1 

3.7 

1974 

-4.6 

1.6 

1975 

-0.7 

5.0 

1976 

3.6 

9.8 

1977 

10.6 

17.0 

1978 

16.6 

24.6 

1979 

-9.0 

1.6 

1980 

-11.4 

1.5 

1981 

5.2 

20.4 

1982 

7.1 

18.3 

1983 

20.9 

31.5 

1984 

35.2 

44.4 

1985 

48.3 

55.1 

1986 

84.1 

91.0 

1987 

86.7 

96.1 

1988 

79.5 

94.9 

1989 

56.9 

76.7 

1990 

35.9 

63.2 

1991 

72.6 

102.9 

1992 

117.6 

132.6 

1993e 

135.0 

162.0 

Note   Figures  for  1993  are  estimates 
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Japan's  Trade  Account  with  the  United  States 

(US  $  in  billions) 

Year Exports       Imports      Balance 

1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992 


31.4 

24.4 

7.0 

38.6 

25.3 

13.3 

36.3 

24.2 

12.2 

42.8 

24.6 

18.2 

59.9 

26.9 

33.1 

65.3 

25.8 

39.5 

80.5 

29.1 

51.4 

83.6 

31.5 

52.1 

89.6 

42.0 

47.6 

93.2 

48.2 

44.9 

90.3 

52.4 

38.0 

91.5 

53.3 

38.2 

95.9 

52.2 

43.7 
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One  of  th«  earliest  foreign  policy  challenges  facing  the  Clinton 
Adminiatration  will  be  the  redefinition  of  our  policy  toward  China.* 
This  will  be  a  challenge,  because  the  president  will  have  to  weigh 
competing  American  interests,  contending  domestic  and  foreign  pressures, 
and  even  the  conflicting  statements  he  made  during  the  campaign.   It 
must  be  done  soon,  because  the  administration  must  frame  its  policy 
toward  China  well  in  advance  of  the  annual  review  of  China's  most- 
favored-nation  status  in  early  June.   Formulating  a  new  China  policy 
requires  an  assessment  of  the  situation  in  China,  both  present  and 
future,  and  the  development  of  the  strategy  that  has  the  best  chance  of 
realizing  U.S.  objectives  there. 


China's  present  situation  and  future  prospects 

Americans  have  long  portrayed  China  in  overly  simplistic  ways, 
viewing  it  either  in  exaggeratedly  positive  terms,  or  else  overstating 
the  negative.   Several  American  historians  have  chronicled  the  pendular 
swings  in  this  love-hate  relationship  from  our  earliest  contacts  with 
China  in  the  late  eighteenth  century  to  our  encounters  with  Maoist  China 
in  the  1970s.   But  the  pendulum  did  not  stop  swinging  either  with  the 
death  of  Mao  Zedong  or  with  the  normalization  of  Sino-American 
relations.   In  the  1980s,  all  too  many  Americans  embraced  China  as  a 
potential  ally  against  the  Soviet  Union,  and  then  as  the  first  Communist 
country  to  renounce  Marxism,  embrace  capitalism,  and  move  toward 
democracy.   After  the  Tiananmen  Crisis  of  1989,  we  heard  much  more 
gloomy  assessments  of  China:  as  a  rogue  nation  on  the  international 
stage,  as  one  of  the  most  repressive  regimes  on  earth,  and  as  a  country 
where  economic  reform  was  being  sacrificed  for  political  control. 

Neither  of  these  sets  of  images  of  China  —  the  overly  optimistic 
or  the  exaggeratedly  pessimistic  —  has  been  fully  accurate.   In  fact, 
China  today  presents  a  mixed  picture  to  the  objective  observer.   We  must 
keep  both  elements  in  mind,  positive  and  negative,  as  we  formulate  our 
policy  toward  Peking. 

•   Domestically,  China's  progress  toward  a  more  market- 
oriented  economy  has  been  extremely  impressive.   The  size  of 
the  state  sector  of  the  economy  is  steadily  shrinking, 
relative  to  the  collective  and  private  spheres.   China's 
rates  of  economic  growth,  not  just  in  the  last  year  but  over 
the  last  decade,  have  been  among  the  highest  in  the  world. 
In  the  political  realm,  however,  the  Chinese  government  has 
refused  to  develop  responsive  or  pluralistic  political 
institutions  that  can  reflect  and  respond  to  the  views  of  a 
more  assertive  society.   Even  so,  there  has  been  significant 
change  in  China  since  the  death  of  Mao  Zedong.   Many  of  the 
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BMchaniBina  through  which  Chinasa  Cooniuniat  laadara  onca 
triad  to  axarciaa  totalitarian  controla  ovar  their  paopla 
have  baan  dismantled  or  have  decayed.   And,  aa  a  result  of 
economic  dynamism,  Chinese  society  is  therefore  becoming 
increasingly  independent  of  the  state.   Although  political 
reform  has  lagged  far  behind  economic  restructuring,  the 
Chinese  political  system  has  made  a  fundamental  transition 
from  totalitarianism  to  authoritarianism. 

•  In  foreign  affairs,  China  has  played  an  increasingly 
responsible  role  in  promoting  a  political  solution  in 
Cambodia  and  in  maintaining  peace  on  the  Korean  peninsula. 
It  has  also  supported,  or  at  least  acquiesced  to.  United 
Nations  efforts  in  the  Gulf  War,  in  the  former  Yugoslavia, 
and  in  Somalia.   On  the  other  hand,  China's  export  of 
advanced  vreapons  systems,  particularly  ballistic  missiles, 
remains  of  considerable  concern,  as  does  the  growth  of 
China's  own  military  capabilities.   Moreover,  an  increasing 
problem  is  Peking's  inability  to  consistently  ensure  that 
local  governments  and  bureaucratic  agencies  abide  by 
agreements  that  it  has  negotiated  with  foreigners. 

•  With  regard  to  Hong  Kong  and  Taiwan,  China  has  shown 
considerable  flexibility  in  its  proposals  for  reunification, 
and  has  eagerly  welcomed  mutually  beneficial  economic 
relationships  with  both  territories.   And  yet,  Peking  is 
clearly  unwilling  to  see  Hong  Kong  gain  unlimited  autonomy 
or  to  create  fully  democratic  institutions.   Nor  has  Peking 
been  willing  to  renounce  the  use  of  force  against  Taiwan,  or 
to  accept  equal  international  treatment  for  the  Nationalist 
government  in  Taipei. 

If  Bimplistic  portraits  are  defective  guides  to  an  understanding 
of  preaent-day  China,  they  are  equally  inadequate  when  thinking  about 
the  future.   Today,  four  sets  of  forecasts  compete  for  our  attention. 
One  is  that,  after  the  death  of  the  present  generation  of  senior 
leaders,  China  will  pass  smoothly  and  rapidly  to  democracy,  even  as  it 
continues  auccessful  economic  reform.   Pessimists,  in  contrast,  argue 
the  opposite  conclusion:   that  economic  growth  is  serving  only  to 
strengthen  the  repressive  mechanisms  of  the  Chinese  state,  and  that 
economic  reform  could  well  be  reversed  with  the  death  of  Deng  Xiaoping 
in  favor  of  a  return  to  a  planned  economy.   Still  another  forecast  is 
that  the  central  government  will  disintegrate  as  the  result  of  the 
contradiction  between  economic  dynamism  and  political  stagnation,  and 
that  what  is  now  a  unified  China  will  fragment  into  fully  independent  or 
quasi.- independent  regions.   Perhaps  the  most  frightening  scenario  is 
that,  given  the  growth  in  its  economic  resources  and  military  power, 
China  will  try  to  dominate  Asia,  and  will  thus  become  the  principal 
strategic  threat  to  American  interests  in  the  region  in  a  relatively 
short  f>eriod  of  time. 
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Thasa  scanarioB  indicate  the  major  directions  that  China  could 
conceivably  follow  in  the  future.   But  each  of  them  ia  an  caricature  of 
much  more  likely  alternatives.   Take  the  moat  optimistic  scenario,  for 
example.   It  is  true  that  China  may  well  continue  economic  reform,  and 
begin  political  restructuring,  as  elderly  leaders  pass  from  the  scene. 
Indeed,  this  is  the  most  probable  scenario  for  the  future  of  China.   But 
democratization  is  likely  to  be  gradual  rather  than  rapid,  and  the 
process  will  probably  be  troubled  rather  than  smooth.   Moreover, 
although  China  enjoys  strong  economic  fundamentals,  it  will  increasingly 
have  to  cope  with  the  less  desirable  consequences  of  reform.   Along  with 
high  rates  of  growth  and  rising  standards  of  living,  economic 
restructuring  is  also  producing  uneven  economic  opportunities,  bankrupt 
state  enterprises,  and  sizeable  budget  deficits.   These,  in  turn,  are 
generating  corruption,  inequality,  unemployment,  and  inflation.   Looking 
ahead,  China  will  also  face  serious  bottlenecks  in  energy, 
transportation,  and  agriculture  that  could  ultimately  hamper  its  rates 
of  growth. 

If  reform  in  China  falters  as  a  result  of  these  problems, 
conservative  leaders  will  certainly  argue  for  the  reimposition  of 
administrative  controls,  much  as  they  did  in  the  immediate  post- 
Tiananmen  period.   But  the  state  simply  does  not  have  the  power  to 
secure  renewed  commitment  to  ideology,  to  regain  direct  control  over  the 
economy,  or  to  end  the  experiment  with  private  ownership.   Economic 
reform,  and  the  relaxation  of  political  controls,  are  now  essentially 
irreversible.   Thus,  conservative  interludes,  even  if  they  do  recur,  are 
almost  to  become  weaker  in  impact  and  shorter  in  duration  with  each 
passing  year.   The  prospects  for  a  coherent  return  to  central  planning 
and  totalitarian  politics  are  increasingly  remote. 

As  a  result,  the  principal  alternative  to  reform  is  not 
retrogression,  but  rather  the  decay  of  China's  political  and  economic 
institutions.   Indeed,  much  decay  has  already  occurred.   The  system  of 
Party  cells  and  Party  committees  at  the  grass  roots  is  weaker  than  ever 
before.   The  growth  of  private  and  collective  industry  is  reducing  the 
state's  ability  to  control  the  industrial  labor  force.   Corruption  of 
Party  and  state  officials  is  more  and  more  widespread.   The  next 
generation  of  leadership  appears  weak  and  divided,  and  civilian  control 
over  the  military  can  no  longer  be  assured.   Still,  the  prospects  for 
national  disintegration  should  not  be  exaggerated.   Although  China's 
breakup  along  regional  lines  is  conceivable,  it  is  significantly  more 
likely  that  China  will  experience  more  moderate  forms  of  decay, 
including  a  paralyzed  central  government,  widespread  corruption,  more 
sluggish  national  economic  growth,  and  chronic  political  turbulence  — 
albeit  possibly  with  pockets  of  continued  dynamism,  especially  along  the 
southeastern  coast. 

Finally,  China's  economic  growth  is  indeed  supporting  an  increase 
in  China's  military  power,  including  its  force  projection  capabilities. 
It  is  also  true  that  the  Chinese  government  has  irredentist  claims 
toward  Taiwan  and  toward  the  South  China  Seas,  and  that  it  seems  intent 
on  establishing  itself  as  a  major  regional  and  global  power  in  the 
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■horteBt  tin*  posaibla.   But  avan  as  China's  national  powar  grows,  its 
intsrnational  behavior  will  simultansously  b*  constrained.   China  is 
increasingly  enmeshed  in  a  network  of  economic  and  political 
relationships  which  will  help  limit  its  international  behavior.   Equally 
important,  Asia  is  a  dynamic  region,  which  presents  few  vacuums  of  power 
into  which  China  could  easily  expand.   It  is  by  no  means  certain, 
therefore,  that  China  will  become  a  severely  destabilizing  factor  in  the 
Asia-Pacific  region,  as  the  pessimists  predict. 


An  overall  American  strateov;  focused  negotiations,  targeted  incentives 

What  American  strategy  toward  China  best  fits  this  complex 
reality?   What  policy  can  encompass  both  the  positive  and  negative 
elements  in  the  present  Chinese  scene?   What  approach  best  reflects  the 
fact  that  our  two  countries  have  both  common  and  divergent  interests? 
What  strategy  suits  the  uncertainties  surrounding  China's  future;   the 
prospect  of  continued  growth  and  further  reform,  but  the  possibility  of 
temporary  setbacks  or  more  chronic  decay? 

The  best  overall  approach,  in  my  judgment,  is  to  deal  with  China 
issue  by  issue,  using  a  combination  of  focused  negotiations  and  targeted 
incentives  to  pursue  American  interests.   This  strategy  must  be 
simultaneously  tough  and  flexible: 

•  It  must  first  of  all  be  based  on  the  multiplicity  of 
American  interests  at  stake  in  China.   We  have  an  interest 
that  China  be  secure,  but  that  its  power  and  ambition  not 
threaten  its  neighbors.   We  have  an  interest  that  China 
become  more  democratic,  but  not  that  it  collapse  into 
anarchy  or  instability  in  the  process.   We  want  China  to  be 
prosperous,  but  we  also  insist  on  fair  access  to  the  large 
and  growing  Chinese  market.   We  want  China  to  modernize,  but 
not  that  it  do  serious  damage  to  the  environment  or  become  a 
disruptive  claimant  on  world  energy  and  food  supplies.   We 
want  Hong  Kong  to  remain  democratic,  autonomous,  and 
prosperous  as  it  returns  to  Chinese  sovereignty  in  1997. 
And  we  want  Taiwan's  future  to  be  determined  peacefully, 
without  coercion  from  the  mainland.   A  sound  policy  toward 
China  must  take  all  of  these  interests  into  account,  and  not 
be  preoccupied  with  one  at  the  expense  of  the  others. 

•  Second,  our  strategy  must  include  cooperation  with  China 
on  issues  where  we  have  common  interests,  but  incentives  for 
China  to  modify  its  position  where  our  interests  diverge. 
Those  incentives,  in  turn,  should  generally  be  the  same  that 
we  apply  to  other  nations:   sanctions  when  China's  behavior 
falls  short  of  international  norms,  and  rewards  when 
Peking's  conduct  begins  to  improve.   The  sanctions  can 
include  public  criticism,  suspension  of  ceremonial  visits, 
restrictions  on  foreign  aid,  tighter  controls  on  technology 
transfer,  and  punitive  tariffs  on  selected  Chinese  goods. 
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Th*  rawarda  can  Includa  a  mora  forthcoming  Amarican  attituda 
toward  aid  to  China,  military  axchangaa,  high-laval  official 
contacta,  and  tachnology  tranafar. 

•   To  ba  moat  affactiva,  our  policy  toward  China  muat  ba 
battar  coordinatad  with  tha  raat  of  tha  Haat.   Amarica'a 
inf luanca  ovar  China  will  ba  far  graatar  if  wa  act  togathar 
with  lika-minded  govarnraanta  than  if  %m  try  to  act 
unilaterally  and  alona.   Our  policy  will  alao  ba  mora 
affactiva  if  it  rapraaanta  a  broadly  baaad  conaanaua, 
including  both  Congraaa  and  the  Hhita  Houaa  and  both 
Oamocrata  and  Rapublicana,  than  if  it  continuaa  to  ba  caught 
in  domeatic  atalemata  and  gridlock. 

In  tha  firat  eighteen  montha  after  the  Tiananmen  Criaia  of  1989, 
the  Buah  Adminiatration  departed  aignif icantly  from  the  atrategy  that  I 
have  recommended  here,  and  paid  a  very  heavy  price  for  doing  ao.   It 
muted  ita  rhetoric,  reaiated  lagialatad  aanctiona,  and  aent  aenior 
officiala  to  China  deapite  a  ban  on  high-level  contacta  with  Peking. 
Moreover,  it  attempted  to  rebuild  Sino-American  relatione  by  awapping 
conceaaiona  with  China,  including  the  unilateral  relaxation  of  aome  of 
ita  own  aanctiona.   Thia  atrategy,  relying  too  much  on  carrota  and  too 
little  on  aticka,  failed  to  lead  to  aignif icant  improvementa  in  China's 
international  or  domestic  behavior.   As  a  result,  it  alao  loat  its 
political  base  hare  at  home. 

Beginning  in  1991,  however,  under  intenae  prebaure  from  Congress 
and  much  of  public  opinion,  the  Bush  Adminiatration  adopted  a  more 
effective  approach,  along  the  lines  outlined  above.   It  engaged  the 
Chinese  in  intensive  focused  negotiations  on  the  full  range  of  iaaues  in 
the  relationship.   It  threatened  targeted  aanctiona,  particularly  in  the 
area  of  tariffs  and  technology  transfer,  if  China 'a  conduct  did  not 
improve,  and  promised  to  reward  Peking  if  its  behavior  came  into 
conformity  with  international  norms.   It  also  acted  in  defiance  of 
Peking's  wishes  on  some  issues,  including  the  President's  meeting  with 
the  Dalai  Lama  in  Spring  1991,  his  support  of  Taiwan 'a  membership  in 
GATT  a  few  months  later,  his  decision  in  autumn  1992  to  aell  150  F-16 
fighters  to  Taiwan,  his  subsequent  dispatch  of  the  first  cabinet-level 
American  emissary  to  Taipei  since  1978,  and  his  endorsement  and 
signature  of  the  U.S. -Hong  Kong  Policy  Act. 

As  President  Clinton  acknowledged  during  the  campaign,  this 
strategy  has  scored  some  significant  results,  although  more  significant 
in  some  areas  than  in  others.   The  Congress  can  rightfully  claim  much  of 
the  credit  for  this  success.   In  the  economic  sphere,  China  haa  agreed 
to  provide  better  protection  for  intellectual  property,  and  to  open  its 
markets  to  American  exports.   It  has  also  pledged  to  ban  the  export  of 
the  products  of  prison  labor,  and  to  enaure  accurate  labelling  of 
textilea  produced  in  China.   In  the  realm  of  international  aecurity, 
Peking  has  ratified  the  Nuclear  Non-Proliferation  Treaty,  aigned  the 
recent  Chemical  Weapons  Convention,  and  agreed  to  abide  by  the 
provisions  of  the  Missile  Technology  Control  Regime. 
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In  th*  ar*a  of  human  rxghts,  th«  strategy  of  focuasd  nagotiatlona 
and  targeted  aanctions  has  achiavad  laaa  dramatic  prograaa.   That  ia  to 
ba  expected.   The  key  to  eliminating  China 'a  human  righta  abuaea  will  be 
ayatemic  change  that  providaa  more  civil  and  political  freedoma  to 
ordinary  Chineae  and  that  craatea  more  reaponaive  and  rapraaentative 
governmental  inatitutiona.   Thia  kind  of  ayatemic  change,  unfortunately, 
ia  unlikely  to  occur  while  China 'a  preaent  aenior  leaderahip  atill 
doroinatea  the  country 'a  political  life.   However,  there  haa  been  aome 
forward  movement  in  more  limited  araaa.   Some  diaaidenta  have  been 
releaaed  from  priaon;  other  priaonera  have  been  accounted  for;  and  aone 
critica  of  the  regime  have  been  permitted  to  leave  China  for  the  United 
Statea.   Theae  atepa  do  not  change  the  overall  human  righta  aituation, 
but  they  do  have  a  profound  and  beneficial  impact  on  the  individuala  in 
queation.   In  addition,  China  haa  opened  dialogue  on  human  righta  with  a 
range  of  Weatern  countriea,  including  at  timea  the  United  Statea. 

Indeed,  it  ia  a  reflection  of  the  auccaaa  of  thia  atrategy  that  an 
increasing  imperative  for  American  policy  ia  to  enaura  Chineae 
compliance  with  the  agreementa  it  haa  already  reached  and  with  the 
international  regimea  it  haa  agreed  to  join.   Thia  will  require  conatant 
discuasiona  with  Peking  over  the  detaila  of  ita  international 
obligations.   It  will  alao  require  the  creation  of  mechaniama  for 
monitoring  trade  flowa,  the  status  of  intellectual  property  in  China, 
China's  arms  exports,  and  other  activities  of  concern  to  the  United 
States.   In  all  theae  caaes,  the  U.S.  should  make  clear  that  it  reaerves 
the  right  to  impose  tough  sanctions  against  China  if  Peking  violates  ita 
international  obligations. 

One  complicating  factor  here  is  the  sale  of  F-16a  to  Taiwan. 
Although  on  balance  I  support  the  sale,  we  must  also  understand  that  the 
Chinese  view  it  as  a  violation  of  the  August  1982  bilateral  communique 
regulating  American  arms  sales  to  Taiwan,  and  therefore  aa  juatif ication 
for  China  to  stretch,  or  even  violate,  its  own  international 
obligations.   It  is  important  for  the  Clinton  Administration  to  portray 
the  F-16  sale  as  a  one-time  occurrence  that  can  not  be  used  to  excuse 
China's  failure  to  honor  its  own  commitments. 


Where  do  we  go  from  here? 

Building  on  the  accomplishments  achieved  since  1991,  it  is 
necessary  for  the  United  States  to  press  for  further  progress  on  the 
iBsues  of  greatest  concern  to  us,  as  well  as  insisting  on  compliance 
with  agreements  China  has  already  reached.   Our  approach  should  be  one 
of  assertive  engagement  in  pursuit  of  American  interests.   Where 
possible,  we  should  use  appropriate  multilateral  forums,  and  should 
coordinate  our  initiatives  with  other  like-minded  nations,  so  aa  to 
maximize  our  leverage  over  Peking. 

In  the  security  realm.  China  must  be  persuaded  to  participate  in 
additional  arms  control  discussions,  including  the  negotiations  over  the 
levels  of  strategic  arms,  and  to  rejoin  the  ACME  talks  on  arms  transfers 
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to  ths  Middl*  Ba«t.   Peking  should  also  join  th*  non-proli£*ration 
raginwB  of  which  it  ia  not  yet  a  membar,  including  the  ban  on 
atmospheric  nuclear  tests,  the  threshold  nuclear  test  ban  treaty,  and 
the  suppliers  groups  on  nuclear  equipment  and  chemical  components.   A 
further  objective  of  U.S.  policy  should  be  to  vrork  with  our  friends  in 
ASEAN  to  convince  China  to  pursue  a  peaceful  approach  to  its  territorial 
claims  in  the  South  China  Seas,  and  to  join  in  the  emerging  multilateral 
dialogue  on  regional  security  questions.   Serious  discussion  of  such 
issues  with  Peking  requires  the  resumption  of  dialogue  between  the 
Chinese  and  American  military  establishments. 

In  our  economic  relations  with  China,  the  principal  task  now  is  to 
secure  greater  market  access  for  American  service  companies,  in  such 
areas  as  banking,  insurance,  engineering,  and  law.   It  is  also  necessary 
to  complete  the  process  of  bringing  China  into  GATT,  so  that  Peking  is 
subject  to  the  obligations  of  full  membership  in  the  international  trade 
regime.   Once  again,  pursuing  these  objectives  will  require  active 
engagement  with  the  Chinese  at  the  cabinet  level.   Such  dialogue  with 
China  in  pursuit  of  American  interests  should  be  seen  as  a  normal  and 
indispensable  instrviment  of  diplomacy,  not  as  kowtowing  to  leaders  in 
Peking. 

With  regard  to  Taiwan,  the  United  States  should  again  encourage 
Peking  to  show  greater  flexibility.   Stability  in  the  Taiwan  Strait  will 
be  bolstered  by  the  growing  commercial  ties  between  Taiwan  and  the 
mainland.   These,  in  turn,  will  be  facilitated  by  the  establishment  of 
direct  air  and  sea  links  between  the  two  societies,  which  do  not 
presently  exist.   Taiwan  has  set  down  three  conditions  for  the  creation 
of  direct  transportation  links:   that  China  renounce  the  use  of  force 
against  Taiwan,  that  it  permit  Taipei  a  more  active  role  in 
international  affairs,  and  that  it  acknowledge  Taiwan  as  a  distinct 
political  entity.   Although  China  can  not  be  expected  fully  to  meet  all 
three  of  these  conditions,  especially  the  unconditional  renunciation  of 
force,  Peking  should  be  able  to  be  flexible  enough  to  permit  the 
establishment  of  direct  transportation  links  with  Taiwan. 

For  our  part,  the  U.S.  should  refrain  from  endorsing  self- 
determination  or  a  unilateral  declaration  of  independence  for  the 
island,  on  the  grounds  that  Taiwan  is  already  autonomous  from  Peking, 
and  that  any  attempt  to  change  or  codify  the  status  quo  would  bring  more 
risks  than  rewards.   Instead,  we  should  maintain  our  long-standing 
position  that  we  would  support  any  peaceful  solution  of  the  Taiwan 
question  that  was  mutually  acceptable  on  both  sides  of  the  Taiwan 
Strait,  and  would  oppose  any  attempt  by  either  party  unilaterally  to 
impose  its  will  on  the  other,  whether  through  use  of  coercion  by  the 
mainland  or  a  unilateral  declaration  of  independence  by  Taiwan.   In 
recognition  of  the  island's  growing  economic  importance,  however,  we 
should  continue  to  promote  Taiwan's  membership  in  the  GATT  and  other 
appropriate  international  organizations,  and  join  other  Western  nations 
in  sending  cabinet-level  officials  responsible  for  economic  and  trade 
matters  for  consultations  in  Taipei. 
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Hong  Kong  is  alao  bacooing  a  aignificant  factor  in  Amarican 
parcaptiona  of  China.   Ovar  tha  naxt  aavaral  montha,  tha  Unitad  Stataa 
ahould  join  with  othar  intaraatad  govarnmanta  in  urging  Faking  to  accapt 
furthar  damocratic  raforma  in  Hong  Kong.   It  ia  naithar  nacaaaary  nor 
appropriate  for  ua  to  endoraa  tha  dataila  of  tha  Pattan  plan,  ainca 
Govarnor  Pattan  himaelf  haa  conaiatantly  pointed  out  that  hia  propoaala 
ara  aubjact  to  reviaion.   Inataad,  our  poaition  ahould  aimply  ba  that 
Hong  Kong 'a  laval  of  aconocoic  and  aocial  davalopmant  raquiraa  a  furthar 
dagraa  of  democrat isat ion,  within  the  framework  of  the  Baaic  Law. 

For  the  inanediate  future,  American  human  right a  policy  in  China 
ahould  focua  on  three  elementa: 

•  Pirat,  the  Clinton  Adminiatration  needa  to  make  clear 
that  the  United  Stataa  aaaigna  a  high  priority  to  human 
righta  in  China,  not  only  on  moral  grounda,  but  bacauae  we 
are  convinced  that  a  more  reaponaive  and  reaponaibla 
government  ia  needed  to  deal  with  the  more  independent  and 
aaaertive  aociety  being  produced  by  aucceaaful  reform.   In 
ao  doing,  we  alao  need  to  coordinate  our  human  righta  policy 
with  like-minded  countriea  elaewhera,  ao  that  tha  Chineae 
underatand  that  human  righta  ia  an  international  concern 
reflecting  international  norma,  and  not  juat  a  unilateral 
preoccupation  of  the  United  Statea. 

•  Second,  we  need  to  preaa  Peking  in  thoae  areaa  where 
immediate  progresa  ia  possible.   Theae  include  releaaing 
additional  prisoners,  accounting  for  atill  othera,  opening 
China's  prisons  to  international  inspection,  permitting 
foreign  observers  to  attend  Chinese  trials,  halting  jamming 
of  international  radio  broadcasts,  and  reopening  the 
official  bilateral  dialogue  with  the  U.S.  government  on 
human  rights. 

•  Third,  we  also  should  create  an  expanded  radio  service 
for  China,  as  well  as  for  other  Communist  and  authoritarian 
countries  in  Asia.   But  we  should  place  it  under  the  Voice 
of  America  rather  than  establishing  a  aeparate  aurrogate 
atation.   A  new  station  will  both  be  more  costly  and  less 
credible  than  an  expansion  of  the  Chinese  service  of  the 
VGA. 

It  ia  also  essential  that  the  United  Statea  place  ita  human  rights 
policy  in  a  broader  context.   The  new  adminiatration  ahould  acknowledge 
that  the  Chinese  people  could  be  harmed  as  much  by  prolonged  instability 
as  by  continued  repression.   It  is  in  the  American  interest  that 
progress  toward  political  and  economic  liberalization  occur  aa  smoothly 
as  possible,  without  the  political  chaos  or  economic  collapae  that  has 
plagued  the  former  Soviet  Union,  Yugoslavia,  and  other  poat-Communiat 
aocietiea.   In  addition,  we  muat  recognize  that  far-reaching  aystemic 
change  in  China  will  be  principally  the  reault  of  domeatic  changea  in 
Chinese  society  and  in  the  Chineae  leaderahip,  rather  than  the  product 


369 


of  Intarnatlonal  prsaaura  alone.   Thoaa  dootaatic  changaa,  in  turn,  will 
ba  tha  raault  of  China 'a  atratagy  to  achiava  econonic  modarnization 
through  markat-oriantad  raforma  and  through  extanaiva  angagamant  with 
tha  outaida  world.   Tha  Unitad  Stataa  can  tharafora  foatar  China 'a 
avolution  toward  aconamic  and  political  libaralization  mora  affactivaly 
through  continued  cooanarcial  and  cultural  interaction  with  China  than 
through  the  inpoaition  of  economic  aanctiona. 

China 'B  moat- favored-nation  atatuai   the  benchmark  approach 

Thia  leada  ua  to  parhapa  the  moat  knotty  problem  in  O.S. -China 
relational   the  annual  reconaideration  of  China 'a  moat-favored-nation 
trading  atatua.   The  term  "moat-favored-nation"  atatua  ia  aerioualy 
ffliale&ding.   Rather  than  a  apecial  privilege  granted  to  only  a  few,  aa 
the  phraae  "moat-favored"  impliea,  the  term  denotea  tha  normal  tariff 
atatua  that  we  grant  to  virtually  all  our  trading  partnara.   Moreover, 
Bsoat-favorad-nation  atatua  ia  not  even  the  moat  favorable  treatment  the 
United  Stataa  of fere  foreign  nationa.   He  apply  even  lower  tariffa  to 
inporta  from  many  developing  countriea  under  the  Generalized  Syatem  of 
Preferancea  (GSP)  —  a  privilege  which  we  have  never  extended  to  China, 
and  (given  China 'a  large  trade  aurplua  with  the  United  Statea)  are 
unlikely  to  offer  in  future. 

The  withdrawal  of  China 'a  moat-favored-natior:  atatua  ia  not  a  atep 
that  should  be  taken  lightly.   Whatever  the  hardahip  that  might  be 
imposed  on  the  central  Chinaae  government,  the  termination  of  normal 
tariff  treatment  for  Chineae  goods  would  do  great  damage  to  the 
interests  of  people  we  would  prefer  not  to  harm.   It  would 
unquestionably  lead  to  Chineae  retaliation  that  would  aharply  reduce 
American  exports  to  China,  threaten  the  jobs  of  the  150,000  Americana 
who  produce  those  exports,  and  produce  a  hostile  climate  for  the 
American  firma  with  $6  billion  of  investments  in  China.   It  would 
aeverely  restrict  the  growth  of  China's  private  and  township 
enterprises,  which  are  key  to  the  development  of  a  market-oriented 
economy  and  to  the  emergence  of  an  independent  middle  claaa  in  China. 
It  would  also  do  great  damage  to  Hong  Kong,  through  which  paas  seventy 
percent  of  China's  exports  to  the  United  Statea,  and  considerable  harm 
to  Taiwan,  which  haa  shifted  much  of  its  manufacturing  operations  to  the 
mainland.   Moreover,  withdrawal  of  China 'a  most-favored-nation  status 
would  lead  to  a  confrontational  relationship  between  Peking  and 
Washington  —  a  situation  that  would  aeverely  weaken  our  atrategic 
position  in  Asia.   This  ia,  in  short,  a  severe  sanction,  the  use  of 
which  should  be  reserved  for  extreme  circumatancea. 

And  yet,  China 'a  moat- favored-nation  atatua,  originally  extended 
to  Peking  in  1980,  ia  aubject  to  annual  review  under  the  provisions  of 
the  Jackson-Vanik  Amendment.   Aa  long  aa  thia  ia  the  caae,  it  ia 
impractical  to  speak  of  the  "unconditional"  extenaion  of  moat-favored- 
nations  atatus  to  Peking.   The  iaaue  ia  the  standarda,  implicit  or 
explicit,  that  we  apply  to  the  review  of  China 'a  MFN  atatua  in  the  late 
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spring  of  aach  yaar.   Thoa*  critaria,  in  my  judgMoant,  muat  ba  both 
cradibla  and  appropriata: 

•  Cradibla.  in  that  wa  muat  ba  actually  ba  willing  to  apply 
than  to  China,  fairly  but  firmly.   If  tha  Onitad  Stataa  sata 
inappropriata  or  ovarly  ambit ioua  conditiona,  but  than 
routinaly  waivaa  tham  in  tha  nama  of  tha  'national  intaraat' 
or  "national  aacurity"  whan  thay  raaain  unmat,  wa  will 
quickly  loaa  our  lavaraga  and  our  cradibility  in  daaling 
with  Faking. 

•  Appropriata.  in  that  wm   muat  acknowladga  tha  aarioua  cost 
to  Amarican  intaraata  of  actually  ramoving  China's  moat- 
favorad-nation  statua.   Tha  atandards,  in  othar  trords, 
ahould  raflact  tha  fact  that  tha  ravocation  of  HFN  is  a 
aavara  atap  that  ahould  ba  takan  only  whan  fundamantal 
Amarican  intaraata  ara  at  ataka. 

Ovar  tha  naxt  aavaral  montha  —  batwaan  now  and  May  —  tha  Clinton 
Administration  ahould  angaga  in  intansiva  nagotiationa  with  Faking  on 
the  principal  iaauaa  of  concarn  to  tha  Unitad  Stataa,  particularly  human 
rights,  market  access,  and  weapons  proliferation.   We  should  impress 
upon  the  Chinese  that  their  willingness  to  be  forthcoming  on  these 
questions  will  determine  the  Administration's  policy  on  most-favored- 
nation  status. 

If  those  negotiations  make  reasonable  progress,  than  thay  will 
have  established  a  new  benchmark  for  our  relationahip  with  China.   I 
would  then  recommend  that  we  renew  China's  most-favorad-nation  atatus 
this  June,  and  further  that  there  be  a  strong  presumption  of  renewal 
every  year  thereafter,  just  as  there  was  before  the  Tiananmen  Crisis. 
Only  if  there  were  serious  and  sustained  retrogression  in  Chinese 
conduct  below  the  benchmark  would  we  consider  the  revocation  of  China's 
most-favored-nation  status.   However,  we  would  continue  vigorously  to 
use  other  levers,  such  as  diplomatic  aanctions,  controls  on  technology 
transfer,  and  lesser  tariff  adjuatmenta,  to  pursue  American  interests 
with  regard  to  China. 

I  would  recommend  that  this  policy  be  embodied  in  a  Presidential 
statement  explaining  how  he  intends  to  exercise  his  authority,  under  the 
Jackson-Vanik  Amendment,  to  reexamine  China's  moat-favored-nation  atatua 
every  year.   There  is,  in  my  view,  no  need  for  further  Congressional 
legialation  in  this  regard,  given  the  fact  that,  under  the  Jackson-Vanik 
Amendment,  the  Congress  already  has  the  right  to  review  the  President's 
recommendation.   In  addition,  for  the  sake  of  equity,  I  would  alao 
recommend  that  the  President  announce  that  he  will  apply  this  benchmark 
approach  to  all  countriea  whose  enjoy  most-favored-nation  treatment,  but 
whose  atatua  ia  subject  to  annual  review. 

What  are  the  proapecta  that  we  can  vfork  with  tha  Chinaaa  to 
establiah  a  new  benchmark  for  our  relationship?   Here,  I  am  highly 
optimiatic.   Ever  since  1989,  the  Chinese  have  repeatedly  indicated 


371 


that,  daspit*  aon*  intarnal  dabat*,  thay  hava  wantad  to  praaerva  thair 
tiaa  with  tha  Unitad  Stataa.   Imnadiataly  aftar  tha  Tlananman  Criaia, 
thay  rajactad  propoaala  to  turn  away  from  tha  Waat  toward  an  aligninant 
with  tha  Third  World  or  with  tha  ramaining  mambara  of  tha  aocialiat 
bloc.   Aftar  tha  Buah  Adminiatration'a  announcamant  that  tha  United 
Stataa  would  aall  150  F-16a  to  Taiwan,  tha  Chinaaa  raaponaa  waa 
ramarkably  mutad.   Aftar  Praaidant  Clinton' a  alaction  in  Novembar,  tha 
Chinaaa  alao  ahowad  graat  raatraint,  rathar  than  praaaing  him  to 
rapudiata  hia  campaign  atatamanta  on  China,  aa  thay  did  with  Ronald 
Raagan  in  1980.   And  finally,  my  ovm  diacuaaiona  with  Chinaaa 
rapraaantativaa  ainca  tha  alaction  hava  claarly  indicated  that  Peking  is 
ready  to  make  reasonable  conceaaiona  to  reaolve  the  MFN  iaaue. 

The  United  Statea  haa  conaiderable  leverage  in  dealing  with  China. 
We  are  a  huge  market,  that  absorbs  around  25%  of  Chinese  exports.   We 
are  an  important  aource  of  inveatment  capital  and,  even  more,  are 
regarded  aa  a  forthcoming  aupplier  of  technology  and  managerial  know- 
how.   There  is  alao  much  evidence  to  auggest  that  Chinese  leaders  seek 
the  symbolic  legitimation  of  high-level  dealinga  with  the  United  States. 
We  should  not  refrain  from  uaing  our  leverage  over  the  next  several 
months,  so  aa  to  aet  the  new  benchmark  in  Sino-American  relations  that 
can  enable  us  to  conclude  our  long  domestic  debate  over  China 'a  most- 
favored-nation  atatua. 

Indeed,  what  worriea  me  most  is  not  that  we  will  be  unable  to 
engage  in  constructive  dialogue  with  the  Chinese  on  this  issue,  but 
rather  that  the  Clinton  Administration  is  not  organizing  itself  rapidly 
enough  to  formulate  a  coherent  policy  toward  China,  and  to  achieve  the 
new  benchmark  in  our  relationship  with  Peking  in  time  for  the  annual 
review  of  China's  most- favored-nation  statue  in  May. 


Toward  a  more  poeitive  relationship;  rising  above  the  benchmark 

Even  aa  we  try  to  deter  retrogression  below  this  new  benchmark,  we 
must  also  try  to  riae  well  above  it.   The  Clinton  Administration  must 
warn  China  that  there  will  be  serious  consequences  if  Peking's  domestic 
and  international  conduct  should  retrogress,  including  the  revocation  of 
its  most-favored-nation  status.   At  the  same  time,  it  is  also 
appropriate  to  offer  China  the  prospect  of  improvements  in  U.S. -China 
relations  over  the  next  four  years,  if  its  behavior  warrants  them. 

This  should  not  involve  a  return  to  the  false  euphoria  of  the 
early  1970s,  or  the  exaggerated  expectations  of  the  mid-19808.   But  if 
China  indeed  fulfills  its  new  international  commitmenta,  offers  greater 
market  access  for  American  goods  and  services,  behavea  responsibly  as  an 
exporter  of  weapons,  acta  aa  a  force  for  peace  and  atability  both 
regionally  and  globally,  and  resumes  a  program  of  gradual  but  sustained 
political  reform,  then  some  of  the  following  developments  would  become 
possible: 
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•  the  resumption  of  summit  meetings  between  American  and 
Chinese  leaders; 

•  a  modest  but  meaningful  American  aid  program  for  China, 
as  well  as  more  enthusiastic  U.S.  support  for  lending  by 
multilateral  agencies; 

•  a  greatly  relaxed  environment  for  U.S.  technology  exports 
to  China; 

•  and  a  determination  that  China  is  no  longer  a  non-market 
economy,  is  no  longer  subject  to  the  Jackson-Vanik 
amendment,  and  is  therefore  granted  most-favored-nation 
status  without  annual  review. 

I  emphasize  that  much  progress  is  required  before  we  can 
contemplate  taking  any  of  these  steps.   Still,  the  complexity  of  the 
situation  in  China  requires  that  we  send  China  a  dual  message:   that 
departures  from  international  norms  will  not  be  accepted,  but  that 
responsible  Chinese  behavior  abroad,  and  continued  political  and 
economic  reform  at  home,  will  meet  a  positive  and  forthcoming  American 
response. 
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STATEMENT  OF  DONALD  S.  ZAGORIA 

The  end  of  the  Cold  War  leaves  the  United  States  without  a  coherent  East  Asian 
policy  and  with  strained  relations  with  Japan  and  China.  Asian's  two  indigenous  great 
powers.   The  two  basic  pillars  of  America  s  Cold  War  policy  in  Asia,  economic 
supremacy  and  strategic  engagement,  are  both  in  doubt.  The  relative  economic  weight 
of  the  U.S.  in  the  fastest  growing  region  of  the  world  has  declined  substantially  and  the 
economic  power  of  Japan  and  other  Asian  nations  has  increased.  And  as  American 
draws  down  its  forces  to  meet  its  domestic  challenges  and  leaves  its  bases  in  the 
Philippines,  there  is  also  widespread  uncertainty  about  the  U.S.  ability  and  willingness 
to  mamtain  a  significant  regional  military  presence.  Moreover,  there  is  growing 
concern  about  America's  style  of  leadership.  There  is,  for  example,  fear  that  the  U.S. 
is  turning  protectionist  and  bent  on  lecturmg  others  on  human  nghts  even  though  its 
own  society  has  vast,  unresolved  social  problems.  Finally,  the  U.S.  is  losing  its  moral 
authority  m  the  Pacific  as  many  Asians  conclude  that  the  U.S.  is  in  decline,  that  it 
caimot  solve  its  own  problems,  and  that  it  is  increasingly  resorting  to  scapegoating 
others,  particularly  Asians,  for  its  own  failures. 

If  the  U.S.  is  to  maintain  its  position  of  leadership  in  the  Pacific  under  the  new 
circumstances  of  the  post  Cold- War  world,  its  style  and  type  of  leadership  must 
change.   It  needs  to  develop  new  structures  of  cooperation  and  fresh  attitudes  while 
recognizing  the  enormity  of  its  stakes  in  the  Pacific. 

The  most  important  challenge  for  the  U.S.  will  be  to  develop  a  coherent  policy 
in  the  Pacific  and  a  sense  of  priorities  that  reflects  the  new  realities.  The  first 
requirement  is  to  forge  a  new  policy  towards  Japan  that  integrates  security  and 
political,  as  well  as  economic  concerns.  One  of  the  major  foreign  policy  failures  of  the 
Bush  Administration  was  its  inattention  to  Japan.  Former  Secretary  of  State 
Eagleburger  has  in  speeches  since  he  left  office,  twice  conceded  that  the  failure  to  build 
more  comprehensive  and  durable  political  ties  with  Japan  was  one  of  his  biggest 
regrets.   The  single  most  important  test  of  the  Clinton  Administration's  foreign  policy 
in  Asia  will  be  whether  it  makes  a  serious  effort  to  build  such  ties.  In  recent  years,  the 
numerous  shared  political,  economic  and  security  goals  between  the  two  trans-Pacific 
allies  have  been  lost  in  the  fog  of  trade  disputes  and  endless  arguments  about  minivans 
and  semiconductor  J.   Yet  without  a  solid  and  stable  U.S.- Japan  relationship,  there  can 
be  no  political  calm  in  the  Pacific,  no  substantial  progress  in  opening  global  markets  to 
trade  and  investment,  no  common  policy  towards  Chma.  and  little  progress  on  shared 
geopolitical  goals  around  the  world,  including  aid  to  the  former  Soviet  Union.  Over 
the  long  run.  a  continuing  erosion  of  the  U.S.- Japan  relationship  could  lead  to  a  new 
security  threat  for  the  United  States  if  Japan  cuts  itself  loose  from  the  U.S.  embrace 
and  becomes  a  major  military  power  equipped  with  nuclear  weapons. 

Developing  comprehensive  and  durable  ties  with  Japan  that  reflect  shared 
U.S.-Japanese  goals  should  be  the  first  priority  for  American  grand  strategy  in  the 
Pacific  now  that  the  Cold  War  is  over.   A  second  priority,  closely  related  to  the  first, 
should  be  for  the  U.S.  to  maintain  a  favorable  balance  of  power  in  the  Pacific  for  itself 
and  its  allies,  so  that:  Japan  will  not  be  tempted  to  become  a  major  military  power;  the 
region  will  remain  stable:  potential  regional  troublemakers  will  be  deterred:  a  new 
arms  race  will  not  develop:  and,  over  the  longer  run,  the  Pacific  will  not  be  dominated 
by  a  hegemonic  power.   To  accomplish  this  goal,  the  U.S.  needs  to  maintain  a  strong 
naval  and  air  presence  in  the  Pacific  and  to  have  forces  flexible  enough  to  deal  with  a 
variety  of  contingencies. 
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A  third  priority  for  the  U.S.  in  the  Pacific  should  be  to  stabilize  relations  with 
China.  A  return  to  Sino-American  confrontation  would  be  extremely  destabilizing  for 
China's  modernization  efforts,  for  stability  in  the  region,  and  for  the  stability  of  the 
post-Cold  War  international  order.  China  has  the  capacity  to  harm  U.S.  interests  in 
many  areas  of  the  world,  particularly  in  Asia.  The  U.S.  needs  to  prevent  or  limit 
possible  Chinese  expansionism  by  encouraging  present  trends  towards  a  market 
economy  and  by  integrating  China  into  a  regional  economic  and  security  structure.  We 
should  try  to  work  together  with  China  on  issues  where  our  interests  converge  and  to 
bargain  hard  on  issues  where  we  have  significant  differences.   But  blanket  trade 
sanctions  are  counterproductive  as  they  work  against  the  economic  forces  promoting 
openness  and  reform.  Nor  will  they  be  supported  by  our  allies  and  friends  in  the 
region. 

Another  high  priority  for  the  U.S.  in  Asia,  as  elsewhere,  should  be  the  halting  of 
nuclear  and  missile  proliferation.   This  means  drawing  China  and  North  Korea  into  the 
nuclear  and  missile  arms  control  regimes.  We  may  shortly  be  heading  into  a 
confrontation  with  North  Korea  on  this  issue.  The  International  Atomic  Energy 
Agency  has  demanded  to  inspect  two  suspicious  sites  and  North  Korea  has  so  far  balked. 
If  Pyongyang  continues  to  refuse,  the  IAEA  will  probably  ask  the  U.N.  Security 
Council  to  take  sanctions  against  North  Korea.  This  will  be  an  important  precedent  for 
the  IAEA  and  the  U.S.  should  be  prepared  to  throw  its  full  weight  behind  the  principle 
of  "challenge  inspections." 

Another  high  priority  for  the  U.S.  in  the  Pacific  should  be  to  work  together  with 
others  to  prevent  or  to  reduce  regional  conflicts.  The  principle  sources  of  conflict  in 
East  Asia  are:  1)  the  remaining  cases  of  divided  states,  namely  the  two  Koreas  and 
China-Taiwan;  2)  the  unresolved  territorial  disputes  in  the  South  China  Sea  relating  to 
the  Spratly  and  Paracel  Islands,  and  the  unresolved  dispute  over  the  Kurile  Islands 
between  Russia  and  Japan:  and  3)  continuing  uncertainty  that  surrounds  the 
U.N.-brokered  Cambodian  peace  process. 

One  of  the  most  promising  ways  to  defuse  these  conflicts,  as  Robert  Scalapino 
has  suggested  is  through  a  situation-specific  set  of  concentric  arcs.   In  the  case  of  Korea, 
the  first  arc  is  composed  of  the  two  Koreas.  The  prime  ministers  of  the  two  states  are 
now  meeting  regularly  and  have  signed  several  agreements,  albeit  with  uneven  results. 
The  second  arc  is  composed  of  the  four  major  powers  long  involved  in  Korea  —  the 
U.S.,  China,  Russia  and  Japan.   All  four  pxjwers  have  an  interest  in  stability  in  the 
Korean  peninsula  and  all  have  been  working  to  achieve  that  goal.   China,  for  example, 
played  a  constructive  role  in  getting  North  Korea  to  join  the  U.N.  and  to  accept  IAEA 
inspection.   Beyond  the  four  powers,  there  lies  yet  another  arc  —  the  pxjssibility  of 
involving  international  bodies  such  as  the  IAEA  in  the  nuclear  field  and  the  UNDP  in 
the  economic  arena. 

In  the  China-Taiwan  case,  the  first  arc  is  again  composed  of  the  two  parties  most 
directly  involved  —  the  PRC  and  Taiwan.   Economic  and  cultural  ties  are  growing  and 
a  liaison  body  for  handling  disputes  is  in  place.   At  the  same  time,  a  second  arc  exists  ~ 
namely  the  U.S.  and  Japan  who  together  have  considerable  military  and  economic 
influence  on  both  parties.   These  two  major  powers  pose  obstacles  to  any  declaration  of 
formal  independence  by  Taiwan,  an  action  that  might  trigger  a  militant  PRC  response. 
Neither  country  would  recognize  such  a  move.   At  the  same  time,  they  also  pose 
obstacles  to  any  Chinese  aggression  against  Taiwan.   Furthermore,  both  China  and 
Taiwan  are  now  involved  in  a  growing  number  of  regional  and  international  bodies 
such  as  APEC.   Such  involvement  makes  a  resort  to  force  less  likely. 
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In  the  case  of  the  South  China  Sea  territorial  dispute,  these  issues  have  not  yet 
been  seriously  discussed.   The  first  arc  is  composed  of  China,  Vietnam.  Taiwan,  and  the 
ASEAN  countries  directly  involved.  The  ASEAN  PMC  would  be  the  logical  second  arc. 
The  United  States  and  Japan  could  play  an  important  diplomatic  role  in  the  third  arc. 

In  the  Cambodian  case,  the  first  arc  has  been  the  four  competing  Khmer 
factions  supported  by  a  second  arc  of  China  and  Vietnam.  Another  arc  has  been 
composed  of  ASEAN  members  and  Japan,  as  well  as  the  Perm  Five  at  the  U.N.  It  was 
this  combination  of  forces  which  produced  the  U.N.-brokered  peace  effort  in  Cambodia 
and  preparations  for  the  forthcoming  elections  in  May.  Unfortunately,  the  Khmer 
Rouge  now  seems  to  have  withdrawn  from  the  peace  process  and  this  may  lead  to  a 
resumption  of  the  civil  war. 

Even  if  there  is  a  resumption  of  the  civil  war,  however,  the  peace  process  has 
achieved  sonie  positive  results.   It  has  succeeded  in:  repatriating  hundreds  of  thousands 
and  Cambodian  refugees  from  camps  in  Thailand;  registering  more  than  four  million 
Cambodian  voters  for  the  election  to  be  held  in  May;  isolating  the  Khmer  Rouge;  and 
paving  the  way  for  a  legitimate  government  of  Cambodia  that  can  gain  international 
recognition  and  assistance. 

In  he  case  of  the  Russo-Japanese  territorial  dispute,  only  the  two  powers 
directly  concerned  -  the  first  arc  -  are  now  involved.   But  the  U.S..  the  EC  and  China 
can  influence  developments  and  the  U.S.  should  try  to  do  so.   A  trilateral  security 
dialogue  involving  the  U.S..  Russia  and  Japan  might  be  a  good  place  to  start. 

This  situation-specific,  concentric  arc  approach  should  be  supplemented, 
however,  by  broader  regional  and  subregional  security  dialogues  that  would  include  all 
the  powers  in  the  region,  especially  China.   The  purpose  of  these  dialogues  would  be  to 
promote  arms  control  and  transparency  as  well  as  to  prevent  regional  conflicts.   A 
Southeast  Asian  regional  security  dialogue  is  now  in  place  in  the  form  of  the  ASEAN 
PMC.   The  time  is  now  ripe  for  a  North  Pacific  security  dialogue  which  includes  the 
four  major  powers  -  the  U.S..  China.  Japan  and  Russia  -  along  with  the  two  Koreas. 
Canada  and  Mongolia. 

There  is  another  broad  challenge  that  the  U.S.  faces  in  the  Pacific.   It  is  one  to 
which  I  have  already  alluded,   that  is  the  challenge  of  dealing  with  the  remaining 
Leninist  states  —  Chma.  North  Korea  and  Vietnam.   The  future  policies  of  these  three 
states  will  be  one  of  the  critical  factors  determining  whether  Asia  remains  stable  in  the 
years  ahead.   The  Asian  neighbors  of  these  three  Leninist  states  hope  for  a  gradual 
economic  and  jxtlitical  liberalization.   They  want  neither  a  plunge  mto  chaos  nor  a 
rigid,  military  authoritarianism.   The  United  States  needs  to  consult  closely  with  its 
Asian  allies  and  friends  about  how  to  develop  policies  toward  these  three  Leninist 
regimes  that  will  encourage  such  gradual  liberalization.  Already  there  is  considerable 
movement  towards  a  market  economy  in  China  and  Vietnam.   And  in  North  Korea, 
there  are  indications  that  some  in  the  leadership  see  no  alternative  but  to  move  in  such 
a  direction.   Because  it  is  impvossible  to  combine  an  open  economy  with  a  closed  polity, 
pressures  for  political  liberalization  are  bound  to  grow  as  economic  reform  contmues. 
Although  there  is  no  immediate  and  direct  relationship  between  economic  development 
and  political  reform,  the  East  Asian  experience  suggests  that,  in  the  long  run.  economic 
growth  fosters  a  more  open  and  democratic  society.   This  has  been  the  case  in  Taiwan 
and  South  Korea. 
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The  major  task  for  the  West  should  be  to  support  constructive  change  in  the 
Leninist  states  through  various  forms  of  economic,  (wlitical  and  cultural  interaction. 
We  should  try  to  draw  these  countries  into  a  wide-ranging  dialogue  on  the  principal 
issues  relating  to  security  and  development.   Isolating  them  will  only  feed  the  cause  of 
extremism. 

It  is  largely  for  this  reason  that  I  advocate  renewing  high  level  dialogue  with 
Chian,  including  the  Chinese  military:  lifting  the  embargo  agamst  Vietnam  —  which 
none  of  our  friends  and  allies  any  longer  support,  and  which  therefore  largely 

E>nalizes  American  business;  and  establishing  regular,  high-level  dialogue  with  North 
orea. 

Finally.  I  want  to  conclude  with  a  few  words  about  U.S.  economic  policy  in  East 
Asia.   Because  over  the  last  IS  years.  East  Asia  has  surpassed  Europe  as  America's  most 
important  overseas  trading  partner,  the  U.S.  needs  to  recognize  that  healthy  economic 
relations  with  the  Pacific  region  is  essential  to  its  own  economic  revitalization.   Some 
estimates  indicate  that  Pacific  trade  will  be  double  the  volume  of  Atlantic  trade  by  the 
year  2000.  Last  year.  East  Asia  absorbed  almost  one-third  of  the  total  $422  billion  in 
U.S.  exjxjrts.  The  ASEAN  countries  in  Southeast  Asia  are  among  our  fastest  growing 
export  markets.  They  constitute  a  potential  market  of  some  330  million  people. 
Between  1986  and  1991.  U.S.  exports  to  Thailand  quadrupled:  to  Singapore  they  tripled: 
and  to  all  the  ASEAN  countries  they  increased  by  about  two  and  a  half  times. 
Moreover,  many  of  these  countries,  along  with  Korea  and  Taiwan,  welcome  American 
business  as  a  counterweight  to  economic  domination  by  Japan. 

The  U.S.  needs  a  more  coherent  and  comprehensive  strategy  for  dealing  with  its 
trade  deficits  in  East  Asia.   Bilateral  trade  toughness  and  opening  markets  abroad 
through  negotiating  market  access  agreements  is  one  prong  of  such  a  strategy.   A  firm 
approach  has  sometimes  borne  real  fruit.   In  1992.  the  U.S.  negotiated  several  market 
access  agreements  with  Japan  and.  according  to  U.S.  trade  negotiators,  trade  in  these 
sectors  increased.   And  in  1992.  U.S.  pressure  prompted  China  to  accept  important 
agreements  on  market  access  and  intellectual  property  rights. 

A  second,  and  complementary  approach  would  be  to  develop  a  more  coherent 
policy  to  promote  exports.   Many  trade  analysts  consider  the  U.S.  to  be  the  world's 
biggest  export  underachiever.   Only  some  7.4%  of  the  U.S.  economy,  compared  with  an 
average  of  19%  among  major  trading  partners,  derives  from  exports.   One  big  reason 
for  this  is  that  the  U.S.  has  no  coherent  strategy  for  promoting  trade.   Consider  the 
following: 

—  Support  in  Washington  for  export  programs  is  haphazard,  underfunded  and 
focused  on  farm  sales,  which  represent  only  10%  of  U.S.  exports. 

—  The  U.S.  ranks  last  among  its  major  trading  partners  in  per  capita  government 
expenditures  on  export  promotion. 

—  The  U.S.  Export-Import  Bank  covers  less  than  2%  of  expxjrt-finance 
transactions,  versus  an  average  of  15%  in  the  developed  world. 

—  Eighteen  agencies  share  expwrt  promotion  responsibilities  while  ten  have 
export  financing  programs. 
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—  Small  and  medium  sized  industries  are  particularly  underrepresented  among 
U.S.  exports.   Just  66  companies  account  for  54%  of  all  U.S.  exports. 

—  In  Japan  and  Germany,  banks,  universities  and  regional  governments  all  get 
into  the  act  of  export  promotion. 

In  East  Asia,  the  biggest  economic  opportunities  for  U.S.  companies  lie  in 
infrastructure  development.  Building  Asia  s  dams,  highways,  ports  and 
telecommunications  networks  are  the  potentially  most  lucrative  part  of  East  Asia's 
economic  development  and  many  U.S.  companies  have  the  capaaty  to  compete 
effectively  with  any  foreign  companies  in  this  area.  Yet  America  lacks  a  strategy  for 
exploiting  infrastructure  development  in  Asia.  Japan,  for  example,  is  now  the  largest 
provider  of  development  assistance  to  East  Asian  countries  and  much  of  this  aid  wmds 
up  supporting  Japanese  infrastructure  projects.  The  United  States,  on  the  other  hand, 
now  provides  little  development  aid  to  Asia  and  its  aid  projects  are  tied  not  to 
infrastructure  but  to  "basic  human  needs." 

Finally,  another  crucial  U.S.  economic  goal  in  East  Asia  ought  to  be  to  prevent 
the  development  of  an  exclusive  East  Asian  economic  bloc.   The  Clinton  Administration 
will  need  to  reassure  Asian  governments  that  its  initiatives,  including  support  for 
NAFTA,  are  not  aimed  at  promoting  such  blocs.   Otherwise,  schemes  for  developing 
exclusive  regional  blocs  in  East  Asia  that  exclude  the  U.S.  -  such  as  those  put  forward 
by  Malaysia's  Prime  Minister  -  will  gain  in  popularity.   The  best  hope  for  avoiding 
exclusive  regional  trading  blocs  lies  in  a  successful  conclusion  to  the  Uruguay  Round  of 
the  GATT  and  continuing  efforts  to  liberalize  global  trade  and  investment  rules. 
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CENTER  FOR  TAIWAN  INTERNATIONAL  RELATIONS 


TAINAN  INDEPENDENCE  AND  DEMOCRACY: 
IN  THE  BEST  INTERESTS  OP  THE  UNITED  STATES 

A  Joint  Stateaent  of  Taliranese-ABerlcaii  Organizations 

President  Bill  Clinton  In  his  February  17  speech  proclalaed  that  Aaerica  has 
entered  a  new  era  of  deaocracy.  Deaocracy  is  Indeed  soaethlng  the  Aaerlcans,  Including 
the  Reagan  and  Bush  Adalnlstratlons.  are  proud  of.  It  is  also  a  value  befitting  the 
spirit  of  our  Founding  Fathers  and  in  the  best  Interests  of  the  Aaerlcan  people.  In 
this  deaocratlc  era  the  people  of  Taiwan  are  firaly  pursuing  a  deaocratlc  system.  They 
■alntaln  that  the  future  of  Taiwan  should  be  deterained  by  the-people  theaselves.  This 
goal  and  deaand  Is  a  basic  huaan  right  of  the  people  of  Taiwan,  and  should  coaaand  the 
respect  of  the  International  coaaunlty.  It  Is  also  in  the  best  and  long-tera  Interests 
of  the  United  States. 

Unfortunately.  In  the  aidst  of  the  Clinton  Adalnistration's  repeated  eaphasis  on 
change,  we  are  sorry  to  hear  continued  conservative  arguaent  for  "aalntalning  the 
status  quo"  regarding  the  question  of  Taiwan's  future,  which  seeks  to  prevent  the 
Clinton  Adainistratlon  froa  changing  the  "One  China"  policy.  These  arguments  are 
against  the  deaocratic  tide,  ignore  reality,  and  at  the  saae  time  are  contrary  to  the 
will  and  wishes  of  the  people  of  Taiwan. 

Initially  on  January  26.  1993.  the  Asia  Foundation  released  a  report  authored  by 
Mr  williaa  Barnds  and  Mr.  Casiair  Yost  entitled  Aaerlca's  Role  in  Asia:  Interests  ft 
Policies,  which  stated: 

"U.S.  support  for  Taiwanese  self-determination, 
as  advocated  by  soae  Taiwanese  political  forces, 
would  bring  the  present  Beijing  reglae  widespread 
support  from  virtually  all  Chinese. ...  It  could 
also  lead  to  a  dangerous  confrontation,  threatening 
not  only  U.S.  interests  but  the  safety  and 
well-being  of  the  people  of  Taiwan." 

The  report  stresses  that  the  question  of  Taiwan  is  to  be  settled  by  the  people  of 
Taiwan  and  China.  Others  need  only  concern  themselves  with  whether  it  Is  settled 
peaceful  ly 

Thi'n.  on  February  8.  1993.  the  Atlantic  Council  released  a  report  entitled  United 
States  and  China.  Relations  at  a  Crossroads,  a  policy  paper  which  advised  the  U.S. 
^overnaent  against  supporting  Taiwan's  declaring  de  Jure  independence  for  fear  of 
jpopardizing  the  autonomy  currently  enjoyed  by  the  people  of  Taiwan.  The  report  also 
pointed  out  that  thr  ultimate  concern  of  America  is  that  the  dispute  between  Taipei  and 
HriiuiK  be  settled  through  peaceful  means. 
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Most  recently,  on  February  17,  In  a  hearing  held  by  the  House  Foreign  Affairs 
Coulttee  regarding  U.S.  relations  with  Asia.  Mr.  Harry  Harding,  a  senior  research 
fellow  at  the  Brookings  Institution,  testified  that  the  United  States  should  refrain 
froB  supporting  Taiwan's  self-deteralnatlon  or  unilateral  declaration  of  independence 
because  Taiwan  Is  already  enjoying  an  autonoaous  status.  Any  change  In  the  status  quo 
or  Move  toward  de  Jure  Independence  will  lead  to  danger.  Nr.  Harding  also  stressed 
that  the  question  of  Taiwan's  future  should  be  settled  peacefully  and  without  coercion 
by  force  froa  China. 

To  these  "status  quo"  arguaents  we  would  like  to  offer  our  own  observations  as 

follows: 

1)  Although  It  Is  coaaonly  acknowledged  that  Taiwan  and  China  are  two 
separate  countries,  the  people  of  Taiwan  are  not  satisfied  with  this  acknowledgeaent , 
because  they  still  lack  a  sense  of  security.  The  people  of  Taiwan  desire  that  their 
peace  and  prosperity  should  have  a  genuine  guarantee.  They  wish  to  exist  In  the 
international  systea  with  dignity,  not  Just  "de  facto  Independence." 

2)  We  are  pleased  to  note  that,  except  for  a  handful  of  Chinese  who  advocate 
force,  all  agree  that  the  dispute  between  China  and  Taiwan  should  be  settled 
peacefully.  In  fact,  the  people  of  Taiwan,  acre  than  anyone  else,  desire  that  peace 
prevail,  not  only  in  the  Taiwan  Strait  but  In  Asia  and  everywhere  in  the  world.  The 
people  of  Taiwan  have  no  desire  to  becoae  eneaies  of  China  or  the  Chinese  people.  A 
unilateral  declaration  of  Independence  and  China's  threat  to  Taiwan  should  not  be 
equated  as  a  unilateral  laposltlon  of  will  against  the  other  side.  Taiwan's 
declaration  of  independence  will  not  encroach,  and  has  never  encroached,  on  the 
authority  of  Beijing,  because  Taiwan's  authorities  will  no -longer  be  a  coapetitorfor 
sovereignty  over  the  area  under  China's  Jurisdiction. 

3)  Self-deteraination  for  all  peoples  is  self-evident,  and  is  a  basic  huaan 
right  guaranteed  by  the  Universal  Declaration  of  Huaan  Rights  and  the  United  Nations 
Charter.  As  leader  of  the  deaocratic  world,  the  United  States  is  obligated  to  support 
and  proBote  this  principle. 

4)  It  is  obviously  in  the  best  interests  of  the  United  States  to  aalntaln 
peace  and  stability  in  the  Taiwan  Straits  and  East  Asia.  Maintaining  the  status  quo 
cannot  guarantee  this  peace  and  stability  in  the  long  run.  The  people  of  Taiwan  wish 
to  foster  BUtual  respect  for  sovereignty,  territorial  integrity,  non-aggression, 
equality,  and  autual  benefit  together  with  the  people  of  China,  In  order  to  usher  in 
an  era  of  coaaon  prosperity,  co-existence,  and  autual  cooperation.  Independence  and 
Dcaocracy  in  Taiwan  will  enable  Taiwan  to  progress  and  prosper  for  the  long  tera.  It 
can  also  help  China  to  becoae  a  acre  progressive  and  deaocratic  aodern  nation.  This 
will  then  be  true  peace  and  prosperity  for  the  Taiwan  Strait  and  East  Asia,  and  is 
also  in  the  best  interests  of  the  United  States. 

5)  During  the  1992  elections,  the  "One  Taiwan,  One  China"  platfora  of  the 
Taiwanese  people  received  unprecedented  support  despite  the  unequal  electoral  systea. 
Thfy  have  effectively  expressed  the  desire  for  "de  jure  independence."  This  deaocratic 
reality  cannot  be  ignored  by  the  United  States  governaent,  which  should  aost 
apprcci.ite  it.  It  should  lead  to  a  reforaulatlon  of  U.S.  policy  regarding  Taiwan's 
future  vis-a-vis  China. 
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It  Is  the  obligation  and  purpose  of  the  TalManese  people  to  protest  and  resist 
any  Boveaent  contrary  to  the  will  and  wishes  of  the  Taiwanese  people.  Ne  iaplore 
people  everywhere  to  respect  their  demand  that  the  future  of  Taiwan  be  decided  by  the 
people  of  Taiwan. 


This  statement  is  coslgned  by  the  following  Talwanese-Aaerican  organizations: 


1.  Center  for  Taiwan  International  Relations,  Washington,  D.C. 

(President,  David  W.  Tsal  Ph.D.  Tel:  202-543-6287) 

2.  First  Generation  Taiwanese  for  Taiwanese  Independence,  L.A.CA 

(Spokesperson:  S.  Huemg) 

3.  Poraosan  Association  for  Huaan  Rights,  Inc.  L.A.,  CA. 

(President.  Tia  Wang) 

4.  Poraosan  Association  for  Public  Affairs,  Washington,  D.C. 

(President.  John  Chen) 

5.  North  Aaerlca  Taiwanese  Medical  Association.  Libertyvllle.  XL. 

(President,  Tien  C.  Cheng,  M.D.) 

6.  North  Aaerlca  Taiwanese  Professors'  Association,  Boulder,  CO. 

(President,  Shl-kuei  Wu.  Ph.D.) 

7.  North  Aaerlca  Taiwanese  Woaen's  Association.  Inc.  L.I.C.,  NY. 

(President.  Helen  Wang) 

8.  Pacific  Journal,  Roseaead.  CA. 

(Publisher.  T.  Wang,  N.D.) 

9.  Taiwan  Tribune.  Teaple  City,  CA. 

(Publisher,  Richard  Wu) 
ID.  Taiwanese  Association  of  Aaerlca,  Gardena,  CA. 
(President.  Joseph  Hong,  M.D.) 

11.  Taiwanese  Collegian.  Ann  Arbor.  MI 

(Spokesperson.  Chong-sln  Go) 

12.  Taiwanese  Professor  &  Professional  Association  of  Canada.  SK.  Canada. 

(President.  Michael  C.  T.  Tai .  Ph.D.) 

13  World  Federation  of  Taiwanese  Associations.  R.P.V.,  CA. 

(President.  Min-lu  Chai ) 

14  World  United  Foraosans  for  Independence  (USA).  L.A..  CA. 

(President.  Tom  Yang) 


February  22.  1993 
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PREPARED  STATEMENTS -Africa 


Full  Committee  Statement  of 
Congressman  Benjamin  A.  Oilman 
Hearing  on  U.S.  Policy  Toward  Africa 

Mr.  Chairman: 

I  would  like  to  conunend  you  for  holding  this  fifth  in  a  series  of  hearings  on  the 
vital  issues  facing  American  foreign  poUcy.  I  am  pleased  that  we  will  hear  today  from  a 
distinguished  panel  of  experts  on  U.S.  policy  toward  Africa. 

Too  often,  we  only  hear  of  Africa  in  times  of  famine,  war  and  niisery.  As  we  look 
to  Somalia.  Mozambique.  Liberia  jmd  other  modem  tragedies,  we  see  images  of  extreme 
poverty,  death  and  destruction.   The  AIDS  epidemic  threatens  to  decimate  entire 
populations.  Refugees  from  violent  conflicts  threaten  to  overwhelm  Kenya,  Sierra 
Leone  and  other  African  states.  Environmental  degradation,  malnutrition,  and 
overpopulation  threaten  millions  of  poor  Africans. 

There  is,  however,  a  brighter  side  of  Africa's  future.  The  democratic  and  free 
market  revolution  sweeping  the  globe  has  arrived  in  Africa.  From  Benin  to  Zambia, 
Africa  has  witnessed  its  first  peaceful  transitions  to  democratically  elected  governments. 
Long  stagnant,  state-run  economies  are  being  opened  to  private  enterprise  and  free 
markets.  One-party  states  are  beginning  to  see  pluralism  and  free  expression.   This 
trend  toward  free  political  and  economic  systems  holds  the  greatest  hope  for  breaking 
the  cycle  of  African  dependency  and  poverty. 

I  look  forward  to  hearing  the  views  of  today's  experts  on  the  challenges  for  U.S. 
policy  in  Africa,  including  how  we  can  help  Africa  continue  along  the  path  to  democracy 
and  free  markets. 
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RESHAPING  US-AFRICA  POLICY  IN  TME  POST-COLO  WAR  ERA 
George  B.N.  Ayttey,  Ph.D.' 


Testimony  Before  the  House  Foreign  ARairs  Committee,  U.S.  House  of  Representatives,  Wasiiington,  O.C. 
on  Tuesday.  Fetxuary  23,  1993. 


I  would  Wke  to  ttiank  members  of  this  Committee  for  giving  me  the  opportunity  to  present  this 
testimony.  Many  African  governments  do  not  invite  individuals  with  alternative  viewpoints  to  testify.  In  fact 
those  wtK)  do  not  toe  the  government's  line  are  simply  liquidated.  This  Irtelectual  bartiarism  on  the  part  of 
'educated'  African  leaders  is  one  of  tt>e  root  causes  of  the  crisis  in  Africa.  If  kWIng  or  detaining  people  solves 
protilems,  Africa  ought  to  be  the  most  highly  developed  continent.  But  the  tyrants  do  not  realize  this. 

As  Distinguished  Members  of  Congress  are  well  aware,  the  entire  continent  of  Africa  teeters  on  the 
brink  of  economic  collapse,  political  chaos  and  social  disintegratkxi.  Some  countries  are  beyorxJ  redemption 
-  totally  devastated.  The  exceptions  (Botswana,  Mauritius  and  Namit)ia)  are  tragically  few  and  the  progrKJsis 
is  particulariy  bleak  for  Sub-Saharan  or  black  Africa.  The  Worid  Bank's  pro|ectk>ns  for  the  1990s  hold  out 
little  hope  for  this  region.  Real  Gross  Do(T>estk:  Product  (GDP)  is  expected  to  grow  at  a  mere  0.3-0.5  percent 
per  year,  whfle  East  Asia  will  be  growing  at  4.2-5.3  percent;  South  Asia  at  2.1-2.6  percent;  and  Latin  America 
and  Caribbean  at  1.3-2.0  percent  (Worid  Bank.  World  Develooment  Report  1991;  p.3). 

Africa's  human  rights  record  Is  worse  ttian  appalling.  Torture,  mass  executtons  and  pilage  are  daily 
orchestrated  by  regimes  which  have  paipatile  contempt  for  human  life  and  decency.  In  many  African 
countries,  govemments  are  locked  in  combat  against  their  own  people.  Last  week,  polk^e  in  Togoland 
opened  fire  on  pro-democracy  demonstrators,  klling  1 7  of  them,  in  fiil  view  of  visiting  European  ministers 
from  Germany  and  France.  Last  month,  Zairean  soldiers  rioted  and  went  on  the  rampage,  killing  scores  of 
innocent  civilians  for  not  being  paid  on  time.  The  military  is  simply  out  of  control  in  Africa.  In  Sudan,  the 
military  govemment  of  General  Omar  Bashir  has  relentlessly  being  t>omt>ing  civilian  population  centers  in 
the  south.  The  village  of  Kajo  Kaji  near  the  Ugarvjan  border  is  littered  with  bomb  craters  and  there  are  many 
women  and  children  suffering  from  shrapnel  wounds.  The  imperxJing  calamity  in  Sudan  would  make  Son^ia 
look  like  a  picnk:.  Already  about  500,000  people  have  died  from  the  fighting  and  the  famine.  Fighting  also 
rages  In  Angola,  Liberia,  Mozambique  and  UgarxJa.  There  are  rrvxe  conflicts  being  waged  in  Africa  than  any 
other  region.  These  senseless  crvN  wars  have  disrupted  agricultural  production  arxj  uprooted  people,  sending 
refugees  streaming  in  all  directions.  Africa's  refugee  populatkxi  has  grown  rapkjiy  arxJ  now  stands  at  8 
million,  not  counting  those  trapped  in  theM  own  countries. 

Somalia  is  viriually  destroyed  and  it  will  take  years,  if  not  decades,  to  rebuikJ.  Angola,  Ethiopia.  Liberia. 
Mozambique,  Sudan,  Uganda  and  Zaire  also  lie  in  ruins.  More  nrtaddenning,  other  African  countries  (Burundi. 
Cameroon,  Ghana,  Kenya,  Ubya,  Malawi,  Mauritania,  Sierra  l.eone  and  Togoland)  are  heading  down  the 
same  path  of  political  chaos,  destruction  arvj  carnage. 

Tyranny  reigns  supreme  on  a  continent  teeming  with  brutal  dictators.  In  fact,  Africa  has  more  dictators 
per  capita  than  any  other  region  in  the  worid.  Only  12  of  the  52  countries  in  Africa  are  democratic.  (These 
are  Botswana.  Benin,  Cape  Verde  Islands.  Congo,  Egypt,  The  Gambia,  IMamibIa,  Mauritius,  Sao  Tome  & 
Principe,  Senegal,  Seychelles  and  Zambia).  The  rest  labor  under  brutal  miliary  dictatorships  and  one-party 
state  systems.  True,  some  are  making  the  transition  lo  democratic  rule.  But  even  here,  the  process  has  been 


'  The  author  is  a  native  of  Ghana  and  an  Associate  Professor  of  Economics  at  The  American  University. 
Washington.  DC  20016.  He  is  the  author  of  Indigenous  African  Institutions  (Transnational  Publishers. 
Irvington-on-Hudson,  NY)  and  Africa  Betrayed  (St.  Martins  Press,  NY). 

He  can  be  reached  at  (202)  885-3779. 
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marred  by  blatant  fraud  and  seems  to  have  stalled.  The  euphoria  that  gripped  Africans,  following  the  initial 
successes  of  the  pro-democracy  forces  in  Benin,  Cape  Verde  islands,  Congo  and  Zambia,  has  given  way 
to  gloom.  Entrenched  dictators  are  digging  In  deeper  and  have  successfully  beaten  bacl<  the  democratic 
challenge  in  Angola,  Cameroon.  Ghana,  Kenya  and  Togoland. 

The  plunder  of  Africa's  meagre  resources  continues  unabated.  Some  of  Africa's  tyrants  are  among  the 
richest  in  the  West.  President  Mobutu  Sese  Sel<o  of  Zaire  personal  fortune  of  $10  billion  exceeds  his  own 
country's  entire  foreign  debt  of  $7  billion.  President  Daniel  arap  Mol  of  Kenya  has  amassed  wealth  In  excess 
of  $3  billion.  President  Gnassingt>e  Eyadema's  fortune  has  been  estimated  at  $3  billion  and  President 
Hastings  Banda  of  Malawi  plays  catch  up  with  $2  billion.  Each  year,  about  $15  t>illlon  is  siphor>ed  out  of 
Africa  by  vampire  elites  and  kleptocrats.  Even  the  French  are  complaining.  'Every  franc  we  give 
impoverished  Africa  comes  bacl<  to  France,  or  is  smuggled  into  Switzeriand  and  even  Japan,*  complained 
the  Paris  newspaper,  Le  Monde.  In  March  1990 

Mr.  Chairman,  Distinguished  Memt)ers  of  the  U.S.  Congress.  If  you  detect  a  streak  of  Indignation  in  this 
testimony,  there  is  a  reason.  You  see,  thirty  years  ago  we  fought  for  our  freedom  and  Independence  from 
colonial  rule.  But  this  was  not  what  we  expected.  T.oie  freedom  and  economic  prosperity  never  came  to 
much  of  Africa  after  irxleperxjence.  We  have  been  betrayed.  There  is  a  growing  number  of  us  Africans  who 
are  simply  fed  up  and  angry  at  our  incompetent  leaders  for  the  mess  they  have  plunged  the  continent 

It  is  not  the  responsblllty  of  the  U.S.  to  clean  up  the  mess  In  Africa  and  there  should  be  no  reason  why 
U.S.  Marines  should  die  in  Somalia.  But  they  died  because  of  our  own  stupidity  and  mad,  asinine  obsession 
with  political  power.  Africa  now  seems  to  be  the  place  where  we  cannot  change  governments  or  leaders 
without  destroying  our  countries.  Those  exercising  political  power  in  Africa  do  not  have  the  sense  to 
relinquish  it  until  they  are  shot  in  the  head  or  their  countries  destroyed.  It  Is  idiocy  at  its  worst.  Nor  are  the 
'liberators'  any  better.  In  fact,  many  of  them  are  themselves  closet  dictators,  exhibiting  the  same  tyrannical 
tendencies  they  so  loudly  denounce  in  the  leaders  they  hope  to  replace.  Liberia  and  Somalia  are  typical 
examples  where  those  who  set  out  to  iilserate  their  countries  from  tyranny  ended  up  fighting  among 
themselves,  sowing  much  carnage  and  destruction.  It  is  exactly  the  same  stupidity  one  observes  In  South 
Africa,  where  the  blacl<  liberation  groups  we  went  to  help  are  busy  slaughtering  themselves.  Rnger-pointing 
won't  solve  the  protjiem  in  South  Africa.  For  16  years,  Angolan  elites  l<ept  blaming  foreign  powers.  Their 
country  is  now  destroyed. 

Given  the  wars,  brutalities  against  innocent  peasants,,  capital  flight,  and  arrant  mismanagement,  more 
African  economies  will  collapse  in  the  1 990s.  Africa's  debt  crisis  will  worsen  and  progress  on  economic 
reform  will  be  stalled.  Increasingly,  African  govemments  will  be  making  more  insistent  demands  for  aid  and 
concessions  from  the  West.  They  should  be  ignored. 

It  is  not  tfiat  Africa  is  not  deserving  of  aid  or  has  been  neglected  in  the  past.  In  fact,  more  tfian  $300 
billion  in  Western  akJ,  credits  and  loans  have  been  pumped  into  Africa  since  the  1960s.  On  per  capita  basis, 
Africa  received  more  aid  than  l^tin  America  and  Asia.  In  the  1980s,  Africans,  who  are  about  12  percent  of 
the  developing  worid's  population,  were  receiving  about  22  percent  of  the  total,  and  the  sfiare  per  person 
was  higher  than  anywhere  else  in  the  Third  Worid-amounting  to  about  $20,  versus  about  $7  for  Latin 
America,  and  $5  for  Asia.  Between  1 980  and  1 988  sub-Saharan  Africa  received  $83  billion  of  akj.  Yet  all  that 
aid  failed  to  spur  economic  growth  and  to  arrest  Africa's  economic  atrophy.  The  continent  Is  littered  with 
a  multitude  of  'black  eiephants"  (btasilicas.  grand  conference  halls  and  new  capitals)  amkj  institutional  decay, 
deteriorating  infrastructure  and  environmental  degradation.  Foreign  akl  to  Africa  has  simply  not  been 
effective  and  therefore  makes  little  sense  to  increase  the  level  of  akJ.  If  a  bucket  Is  full  of  holes,  it  Is  pointless 
to  pour  in  more  water  as  it  will  all  leak  away.  To  the  extent  that  there  leakages  in  Africa  (senseless  civil  wars, 
corruption,  capital  flight,  economic  mismanagement,  emtsezzlement.  tyranny  and  military  bartarism),  it 
makes  no  sense  whatsoever  to  pour  more  aid  into  Africa.  Common  sense  suggests  that  plugging  the  leaks 
ought  to  be  the  first  order  of  priority. 

In  fact,  the  aid  African  governments  desperately  needs  can  be  found  In  Africa  itself.  Total  ak)  received 
by  Africa  from  all  sources  amount  to  about  $13  billion  a  year.  But  each  year,  African  govemments  spend 
$12  billion  on  the  importation  of  arms  and  maintenance  of  the  military.  In  addition,  about  $15  billion  leaves 
Africa  every  year  in  capital  flight.  Adding  these  two  sources  of  leakages  alone  would  give  $27  billion,  which 
twice  as  much  as  the  aid  Africa  receives  More  and  more  Africans  are  now  saying  that  Africa  has  to  put  Its 
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own  house  In  order  bafore  Westerners  can  help  Africa  develop. 
Current  U.S.  PotidM 

I  woiid  defer  to  Americans  to  tackle  the  issue  of  whether  tt>e  U.S.  has  t>een  successful  in  achieving  Its 
own  policy  objectives  In  Africa.  From  our  perspective,  however,  most  Africans  feel  U.S.  policies  toward  Africa 
have  not  been  effective  In  brir>glng  atxxjt  change.  For  the  entire  decade  of  the  19e0s,  not  ono  sing/ie  African 
country  was  democratized  as  a  result  of  U.S.  foreign  policy,  diplomacy  or  aid  corKJItkxiallty. 

Prior  to  ttie  collapse  of  communist  systems  In  Eastern  Europe  In  1969,  U.S.  policies  vasdlated  between 
pronation  of  economic  reform  (martcet  liberalization)  by  Republican  presidents  and  human  rights  under 
Democratic  presidents.  A  ger>eral  undercurrent  however  was  discemftile:  curt)ing  communist  expansionism 
In  Africa.  New  studies  now  sixiw  ttiat  the  threat  of  Soviet  hegemony  in  Africa  was  exaggerated.  Even  by 
1970,  the  former  Soviet  Union  itself  had  suffered  humliating  reverses  In  Guinea.  Ghana  arvJ  Mali. 
Nevertheless,  obsession  with  this  otijective  allowed  the  U.S.  to  be  duped  by  sivewd  African  dictators.  For 
years,  it  seemed  any  buffoon  with  erxxjgh  cfiarisma  wtto  showed  up  on  Capitol  Kill  arxj  professed  himself 
to  be  'anti-communist*  opened  up  the  flood  gates  of  American  aid.  Never  mirKl  the  necMXjmnujnist  regime 
established  In  his  African  country.  Siad  Barre  of  Somalia,  Samuel  Doe  of  Liberia  and  Mobutu  Sese  Seko  are 
prime  examples.  Much  American  aid  in  tiw  past  simply  went  to  prop  up  hideous  dictators  In  Africa. 

Since  1989,  U.S.  attention  i>as  shifted  to  better  governance  (accountablity  and  transparency  In 
government  operations)  arxl  increasingly  denrKx^ratization.  In  Nov  1991 ,  aid  to  ICenya,  Malawi  and  Zaire  was 
suspended  unti  steps  were  taken  to  estatillsh  democratk:  pluralism.  But  even  here,  the  U.S.  has  provided 
little  or  no  effective  assistance  to  pro-derTK>cracy  movements  In  Africa,  except  In  South  Africa  and  Kenya. 
In  Kenya.  U.S.  Ambassador  Smith  Hempstone  has  been  outspoken  -  pertiaps  a  little  too  strident  for  a 
diplomat  -  In  his  condemnatkxi  of  Moi's  one-party  corrupt  dk:tatorshlp. 

Weaknesses  in  U.S.-Africa  Policies 

U.S.  polk:le8  toward  Africa  have  t}een  rendered  Ineffective  by  several  factors.  Rrst,  the  objectives  are 
often  muddled  and  conflicting.  In  addition,  they  are  subject  to  frequent  reversals  arxJ  often  subordinated  to 
overarching  economic  objectives  such  as  ensuring  steady  supply  of  vital  minerals  (cot>att,  columbum, 
tantalum,  titanium,  and  uranium)  from  Afrk:a  Secorxj,  partisan  politics  often  created  a  problem.  The  White 
House  might  have  an  agenda  different  from  that  of  Cor^ress.  In  additkxi,  there  have  t>een  turf  battles' 
between  the  various  U.S.  govemment  ager^cies.  The  promotkxi  of  human  rights,  for  example,  is  the  domain 
of  the  U.S.  State  Department,  which  may  certify  a  country  as  in  gross  vkilation  and  therefore  ineligible  to 
receive  U.S.  aU.  But  this  can  be  overrulled  by  thte  administration.  Ordinarfly,  ti>ese  emtiarasslng  ir\terruil 
contraditions  are  kept  to  the  minimum  but  they  occasionally  erupt  Into  tiie  open.  A  recent  case  in  point  was 
the  attendance  of  a  high-level  U.S.  govemment  delegation  at  the  Inauguration  of  Ghana's  PreskJent  Jerry 
Rawlings  on  January  7,  1993. 
As  the  Washington  Post  (Jan  9,  1993)  reported: 

The  trip,  initially  wrapF>ed  in  secrecy,  was  conskJered  controversial  by  some  State  Department 

officials  wiK)  sakJ  the  original  plan  was  to  send  a  low-profile  American  diplomat  to  show  U.S. 

dissatisfaction  with  Rawlings's  election  and  poor  human  rigiits  record. 
Instead,  these  sources  sakJ.  Jennifer  A.  Fitzgerald,  the  State  Department's  deputy  chief  of  protocol 

arvj  former  close  akJe  to  Bush,  encouraged  the  White  House  to  enlarge  the  delegation  with 

preskjential  supporters  and  name  Pi^ps  to  head  the  group  (p7V17). 

Third,  the  U.S.  has  t>een  too  soft  on  tilack  African  despots.  Western  gult  over  the  Ink^ulties  of  the  slave 
trade  and  colonial  atrocities  iiave  prevented  a  corKlemnation  of  ti)e  brutal  acts  of  African  leaders. 
Furthermore,  'political  correctness'  and  prevailing  racial  dinute  have  not  helped.  It  seems  white  Americans 
are  often  unwilltr>g  to  criticize  the  policies  of  t)iack  African  govemments  for  fear  that  they  may  be  lat}elled 
'racists.'  Black  Anwricans,  on  ti>e  otiwr  hand,  feel  the  need  to  defend  arxJ  express  their  'solklarity  with  their 
black  brothers  and  sisters  in  Africa.'  These  sensibilities  are  understarxjatjle  but  ti>ey  do  not  help  Africa. 
Rather,  they  shield  African  dictators  from  the  test  of  accountatjillty.  Thus  for  years,  there  was  a  conspiracy 
of  silence  against  the  atrocities  of  triack  African  leaders.  Only  a  scanty  few  in  the  West  were  willing  to 
criticize  them.  Even  now.  it  is  impossible  to  talk  sensit>ly  arxJ  honestly  at>out  African  Issues  here  in  the  US 
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because  African  issues  tend  to  be  placed  in  a  black/white  or  colonial  paradigm.  Any  African  issue  placed 
in  such  a  context  is  quicidy  usurped  by  emotionalism,  paralysing  the  search  for  effective  solutions.  Racism 
still  exists  in  the  U.S.  but  it  is  not  relevant  in  Sub-Saharan  Africa  -  except  in  South  Africa. 

Furthermore,  the  failure  of  black  Africa  to  develop  in  the  post-coionlal  period  has  nothing  to  do  with 
genes  or  the  alleged  inferiority  of  blacks  as  a  people.  It  has  more  to  do  with  the  pursuance  of  wrong  policies 
and  the  establishnnent  of  wrono  political  and  economk;  regimes  in  Africa  Any  system  whk:h  concentrates 
both  political  and  economic  power,  regardless  of  its  location,  wll  degenerate  into  a  corrupt  tyranny  and 
economic  atrophy. 

Recommendations 

The  U.S.,  as  a  nation,  has  the  right  to  pursue  its  own  vital  interests.  These  may  not  necessarfly  be 
compatitjie  with  African  interests.  However,  certain  areas  of  common  interests  can  be  identified;  namely, 
economic  development  and  reform.  A  prosperous,  stable  and  growing  Africa  serves  the  interests  of  both 
Americans  and  Africans.  Expanding  trade  between  America  and  Africa  wfll  provkje  job  opportunities  and  a 
higher  standards  of  living,  if  the  U.S.  wishes  to  help  Africa  grow.  It  shoukJ  abide  by  the  following  principles. 
First,  the  U.S.  should  deal  with  various  political  factions  in  Africa  with  scrupulous  neutrality.  It  should  not 
favor  one  political  group  over  another  -  whether  in  South  Africa  or  Angola.  If  the  U.S.  provides  assistance 
to  one  group,  it  should  provide  equal  assistance  to  the  others.  Secorxj,  standards  adopted  for  U.S.  policy 
initiatives  in  Africa  should  be  applied  with  rigorous  consistency  to  M  African  countries.  Apartheid  in  South 
Africa  cannot  be  condemned  while  the  equally  heinous  de  facto  apartheid  regimes  in  other  African  countries 
escape  denunciatkm.  Nor  should  Westem  aid  to  Kenya  and  Malawi  be  withheld  until  their  governments  take 
steps  toward  the  estat>lishment  of  multi-party  democracy  while  no  such  conditionality  is  applied  against 
neighboring  Tanzania.  Furthermore,  opposition  groups  in  South  Africa  were  helped  by  the  U.S.  ($10  million 
has  been  eamfiari<ed  to  help  with  the  democratization  of  South  Africa).  But  opposition  groups  elsewhere 
received  little  assistance. 

Third,  the  U.S.  should  make  a  fundamental  distinction  between  the  African  govemments  and  the  African 
people  The  U.S.  still  operates  on  the  naive  assumption  that  helping  African  govemments  necessarily  helps 
the  African  people.  Most  of  the  governments  in  Africa  are  not  only  illegitimate  but  woefully  out  of  touch  with 
reality  and  their  own  people.  In  addition,  there  are  so  many  groups,  organizations  and  lobbyists  who  claim 
to  be  helping  the  African  people.  Yet  a  disgraceful  few  really  understand  Africans  and  their  culture.  How 
many  of  these  groups  know  how  the  average  African  peasant  farmer  secures  a  plot  of  land  to  fami? 

The  U.S.  should  listen  more  to  the  African  people,  and  not  to  these  illegitimate  govemments  and  their 
high-paid  lobbyists  in  Washington,  DC.  For  example,  the  Government  of  Uganda  pays  the  Washington  DC 
firm  of  Patton,  Boggs  &  Blow  $400  an  hour  for  legal  consultation  and  lobbying  Congress  and  the  Ointon 
Administration  on  foreign  aid.  export  licensing,  and  foreign  military  sales.  A  down-payment  of  $400,000  Is 
scheduled  for  March  this  year.  Recipients  of  U.S.  aid  should  either  h>e  debarred  from  such  lobbying  activities 
or  have  lobbying  expenses  deducted  from  their  aid  allocation. 

The  new  Africa  Bureau  Chief  at  USAID  should  t>e  tough-minded  reformist,  not  someone  who  will 
continue  the  same  old  ineffectual  policies.  President  Clinton's  campaign  theme  was  "change"  -  a  word  which 
resonated  across  Africa,  whose  people  are  yearning  for  even  greater  "change."  There  are  many  Africa  aid 
programs  which  help  advance  the  careers  of  aid  bureaucrats,  consultants  and  lobbyists  but  are  of  little  or 
no  value  to  Africa.  These  programs  should  be  terminated.  More  programs  should  be  handled  by  NGOs  (non- 
governmental organizations).  In  fact.  Canada  now  allocates  about  fialf  of  its  aid  to  Africa  to  these 
organizations. 

In  addition,  there  should  be  no  U.S.  aid  to  any  African  country: 
(a)  Which  is  ruled  by  a  military  dictatorship  or  a  one-party  state  system.  In  fact,  on  November  1 2, 1 991 . 

I  testified  before  the  House  Foreign  Sub-Committee  on  Africa  that:  After  1992,  any  foreign  loan 
or  credit  to  a  military  dictatorship  or  a  one-party  state  in  Africa,  without  the  authorization  of 
their  people,  will  not  be  paid  back."  Africans  are  just  fed  up  with  provision  of  foreign  aid  that  does 
not  reach  them  and  instead  ends  up  in  the  pockets  of  corrupt  despots  and  elites.  Cutting  off  aid 
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to  the  tyrants  of  the  developing  countries  woiid  save  the  U.S.  about  $3  tillon  a  year. 

(b)  Which  spends  more  than  10  percent  of  its  budget  on  the  mlitary  arvj  security  forces.  The  military 
is  simply  out  of  control  in  Africa. 

(c)  Where  a  civl  war  rages.  It  malces  no  sense  whatsoever  to  provide  aid  for  the  construction  of 
schools,  bridges  and  roads  only  to  have  them  bkMvn  up  by  Insurgents.  In  fad.  no  U.S.  aid  should 
t>e  given  to  repair  self-inflicted  damage.  Negotiation  is  far  superior  to  the  mlltary  option. 

(d)  Whose  govemmerrt  Indemnifies  itself  from  lapses  In  ttie  use  of  funds.  USAID  canrKJt  preach 
'accountability*  and  allow  African  governments  to  exempt  themselves  from  the  same  test  Recent 
cases  occun^  In  Benin  and  Ghana.  For  example,  when  Ghana  drafted  Its  new  constitution  In 
March  1992,  Sections  33.  34  and  36  were  dandesiineiy  inserted  without  any  debate  to  give  the 
ruling  military  regime  (the  PNDC)  blanket  and  perpetual  immunity  from  'any  official  act  or  omission 
(committed)  during  the  administration  of  the  PNDC.*  That  Is,  the  PNDC  cannot  be  called  to  account 
for  the  $3  billion  in  various  loans  and  credits  it  had  received  over  a  ten-year  period  from  USAID.  the 
World  Bani(,  the  IMF  and  other  Western  goverTunerMs. 

The  whole  aid  allocation  business  is  shrouded  in  too  much  secrecy  aixl  should  be  operted  up  so  that 
ordinary  Africans  can  have  a  say.  Africans  wtio  are  being  helped  often  have  no  idea  of  how  much  aid  has 
been  granted  them  and  whtat  it  was  used  for.  This  should  change.  Any  African  government  receiving  U.S. 
aid  should  t>e  required  to: 

(a)  Explain  to  their  people  how  much  aid  was  received  and  how  k  was  used.  After  all.  aid  is  not  a  gift 
but  a  soft  loan  contracted  on  t)ehalf  of  the  people.  Tliey  ought  to  Iokjw  wttat  the  aid  money  was 
used  for. 

(b)  Authorization  from  the  people  should  be  sought  for  any  new  aid  requests.  This  autfiorlzatlon  siiould 
be  sought  either  through  parliament  or,  in  its  absence,  through  some  meclunism  established 
expressly  for  this  purpose.  Hearings  shoJd  be  field  so  that  the  opposition  and  other  Africans  can 
have  an  opportunity  to  make  an  input  Recipient  of  U.S.  aid  shoukj  t>e  required  to  publish  their 
requests  for  aid  and  U.S.  embassies  should  hokJ  put3ik:  fiearings  on  such  requests  at  appropriate 
venues.  The  will  of  the  people  shoiid  be  respected.  Back  in  1986,  for  example,  the  Nigerian 
government  asked  the  people  wtiether  it  shoUd  accept  Stnjctural  Ad|ustment  (SA)  loans  from  the 
Worid  Bank.  Most  Nigerians  disapproved  of  the  loans.  But  wtile  the  detsate  was  raging,  the  military 
govemment  quietly  sneaked  out  through  the  back  door  arxJ  signed  a  SA  agreement  with  the  World 
Bank.  It  should  not  happen  again. 

Appropriations  for  specific  African  countries  should  also  be  opened  up  in  tfie  West  too.  For 
example,  the  Paris  Club  meets  behind  dosed  doors  to  coraider  debt  rescheduling  and  new  aid 
requests  for  African  countries.  These  meetings  shoiid  t>e  opened  up  so  that  exiled  or  opposition 
groups  can  make  representations  to  the  Club.  In  April  1992,  for  example,  Malawian  exiles  met  in 
Lusaka  and  'called  upon  the  intematkMial  donors  to  cut  al  but  humanitarian  akJ  to  Malawi. .  .  until 
specific  demarKis  are  met  Tfiey  also  appealed  to  donors  to  make  rra  new  pledges  when  they  meet 
with  Malawian  officials  in  Paris  for  a  consultative  Group  meetaing  In  May  1992'  (Africa  Report. 
May/June,  1992;  p.23). 

On  May  13,  1992,  the  Worid  Bank  and  Western  donor  countries  suspended  most  aid  to  Malawi, 
citing  Its  poor  human  rights  record,  a  history  of  represskin  under  Its  nonagenarian  'llfe-preskjent' 
Hastings  Banda"  (Washington  Post.  May  14,  1992;  p.  A16). 

Provisions  should  be  made  to  have  any  group  or  indivkluals  from  an  African  country  testify  before 
the  Paris  Consultative  Group  or  USAID  In  tf>e  review  of  akJ  requests  t)efore  new  pledges  are  made 
to  that  specific  country. 
Whatever  the  U.S.  deckjes  to  do  In  Africa,  it  should  recognize  ttie  following  facts: 
1 .  Not  all  blacks,  and  for  that  matter  black  Africans.  i»ve  the  same  viewpoint.  And  notxxJy,  absolutely 
notKXJy,  can  claim  to  speak  on  t>ef^  of  all  tilacks  Tfiere  is  as  much  diversity  of  opinion  in  the 
black  community  as  in  any  other  group.  Chief  Butfielezi  does  not  speak  on  t>ehalf  of  all  t)lack  South 
Africans.  Neither  does  Nelson  Mandela.  Nor  do  I  speak  on  behalf  of  all  black  Africans.  Diversity  of 
opinion  in  the  black  community  siiould  be  respected  and  tfie  U.S.  sfiould  consult  as  many  diverse 
sources  as  possible  in  the  formulation  of  its  aid  polk:ies.  For  far  too  long,  all  sorts  of  self-appointed 
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black  leaders'  have  arrogated  unto  themselves  the  sole  divine  right  of  speaking  on  behalf  of  all 
tiiacks  and  intimidate  or  detain  those  who  disagree  with  them.  Blacks  with  alternative  viewpoints 
shoukJ  be  protected  from  vk^timizatkm. 

There  is  a  large  African  exile  community  in  the  U.S.  whk:h  should  be  consulted.  (In  Washington, 
D.C.  alone,  there  are  about  30,000  Ethiopians).  Many  of  tfwm  are  highly  educated  and  it  is  not 
uncommon  to  see  an  Ethiopian  or  a  Somali  with  a  Ph.D.  driving  a  taxi  in  Washington,  D.C.  They 
woukJ  rather  return  home  but  choose  to  stay  in  the  U.S.  as  political  arxl  economk:  refugees.  These 
IndMduais  should  t>e  consulted  as  they  have  first-hand  knowledge  of  the  situation  in  ttieir  home 
countries. 

2.  Ultimately,  It  Is  Africans  who  must  solve  Afrtea's  own  problems.  The  U.S.  can  help  but  the  Initiative 
has  to  come  from  Africa  Itself.  This  means  reform  must  be  generated  Inside  Africa  Itself,  not  dk:tated 
from  the  outskle.  intemaily-generated  reform  Is  far  more  sustainable. 

For  Africans  to  be  able  to  solve  their  own  problems,  tf>ey  need  the  freedom  of  exoresskan  to 
debate  their  own  solutk>ns.  This  freedom  is  guaranteed  by  Artk:le  19  of  the  United  Natkxis  1948 
Universal  Dedaratkjn  of  Human  Rights  but  is  lacking  in  the  majority  of  African  countries.  It  Is  also 
guaranteed  by  Article  9  of  the  Organization  of  African  Unity's  Charter  of  Human  and  Peoples' 
Rights. 

3.  Preventkin  is  t>etter  than  cure.  Ethiopia,  iJt>eria,  Somalia  and  other  African  countries  would  have 
t>een  saved  had  they  been  democratic.  Furthermore,  It  better  to  attack  the  root  causes  of  a  disease 
than  to  treat  its  symptoms.  Humanitarian  missions  in  Somalia,  Sudan  and  other  African  countries 
are  typical  cases  of  treating  the  symptoms.  The  root  causes  originate  from  the  absence  of 
mechanisms  for:  (a)  peaceful  transfer  of  political  power  and 

(b)  peaceful  resolution  of  conflicts. 
Such  mechanisms  should  be  estab>lished  in  Africa  as  a  matter  of  utmost  urgency. 

Where  a  transition  Is  being  made  to  multi-party  democracy,  the  U.S.  should  make  It  dear  that  the 
both  the  govemment  and  the  opposition  have  to  agree  to  the  transition  rules,  and  both  the 
government  and  the  opposition  have  to  agree  to  the  election  results,  if  fraud  is  alleged,  it  should 
be  Investigated  by  an  independent  body.  The  U.S.  shall  not  recognize  any  election  in  Africa  until 
all  contestants  accept  the  results. 

In  countries  where  there  Is  a  political  stalemate  (Angola,  Cameroon,  Ghana,  Liberia,  Nigeria, 
Kenya,  South  Africa),  a  conference  of  M  political  parties  should  be  convened  immediately  with  no 
preconditions.  U.S.  aid  should  be  withheld  if  no  such  meeting  is  hekJ. 

The  US  and  the  donor  community  should  not  allow  themselves  to  be  used  to  legitimize  fraudulent 
electoral  practices.  A  distinction  between  rules  and  conduct  of  elections  should  be  made.  An 
'election'  cannot  be  certified  as  'free  and  fair"  when  the  rules  are  outrageously  unfair.  In  case  after 
case,  the  voter  registry  has  been  defective,  media  access  denied  to  the  opposition,  and  judges  have 
not  been  impartial  and  constitutions  manipulated.  L.ast  Decemtier,  President  Daniel  arap  Moi  said 
the  announcement  of  the  election  date  in  Kenya  was  his  'secret  weapon.'  intematkinal  observers 
were  used  to  whitewash  an  objectionable  electoral  process  in  Kenya.  There  were  20,000  polling 
stations  in  Kenya  but  only  800  observers  were  allowed  In.  Obviously,  an  incumbent  dictator  would 
not  steal  votes  at  the  polling  stations  where  the  observers  were  present.  Similarty  in  Ghana's 
November  presidential  elections,  there  were  18,000  polling  stations  and  less  than  1 ,000  International 
election  observers.  The  conduct  of  free  and  fair  elections  at  1,000  polling  stations  does  not 
necessarily  mean  conduct  at  the  remaining  1 7,000  stations  was  free  from  malpractice. 

Where  a  civil  war  rages,  it  should  be  made  clear  that  negotiation  is  far  superior  to  the  military 
option  and  that  US.  aid  will  not  be  made  available  to  repair  self-inflicted  damage.  Foreign  aid 
should  immediately  be  suspended  until  the  war  ends.  In  Angola,  for  example,  there  should  t>e  no 
diplomatic  recognition  until  the  war  ends.  U.N.  Secretary  General,  Bhoutros  Bhoutros  Ghali,  lias 
warned  that  U.N  peacel<eeping  forces  will  be  pulled  out  of  Angola  If  there  is  no  ceasefire  agreement 
by  April  30  The  US.  should  issue  a  similar  statement.  In  South  Africa,  a  conference  of  all  k)lack 
leaders  should  be  convened  immediately.  Any  U.S.  funds  earmarked  for  the  democratization  should 
be  placed  in  escrow  until  such  a  conference  is  convened  and  black-on-black  violence  ends. 
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If  waning  factions  cannot  resolve  tfiek  disputes  wittiin  a  year,  they  shotid  be  submitted  to  binding 
art>it  ration. 

4.  Institutions  last  longer  than  individuals.  The  U.S.  shoiid  invest  more  in  institutions  and  less  in 
charisma  and  rhetoric.  U.S.  akj  morwy  should  be  directed  toMoid  txjlding  independent  institutions 
that  wit  allow  Africans  to  choose  their  leaders,  express  themselves  freely  and  go  about  their 
economic  activities  freely.  Whether  the  U.S.  IBces  the  leaders  chosen  by  Africans  is  irrelevant  It  is 
the  Instltutkxw  which  are  importan  These  are  the  institutions  of  free  markets,  democracy, 
independent  press,  Independent  judiciary,  nie  of  law,  property  rights,  a  neutral  army  arxj  a  bll  of 
rights. 

5.  Corruption,  tyrarwiy  and  atxise  of  human  rights  shoiM  rwt  be  rewarded.  Warrlr^g  factions  which 
commtt  hideous  crimes  against  humanity  (as  in  Angola.  Uberia,  Mozambique.  Somalia,  Uganda, 
Zaire)  should  be  placed  on  notice  that  they  wl  be  tried  in  a  world  court  for  crimes  against 
humanity.  For  far  too  long,  African  dictators  and  a  cohort  of  eiles  have  plundered  tlieir  countries, 
committed  brutal  atrocities  against  ttwir  people  and  bolted  to  the  West  to  enjoy  their  booty.  The 
U.S.  should  make  it  dear  ttiat  no  politk:al  asylum  wouM  be  granted  to  any  Afrkan  leader  or 
diplomat  vvho  knowingtv  and  willnotv  partk:ipated  in  the  oppresskxi  and  slaughter  of  his  own 
citizens.  Britain  took  the  lead  last  May  by  deporting  Dr.  Abdiiai  Conteh,  former  vk»-presldent  of 
Sierra  l.eone.  The  U.S.  should  foliow  suit  by  returning  such  intelectuai  collaborators  arKl  scourxjreis 
back  to  their  home  countries. 

The  U.S.,  France  and  Belgium  are  consUering  a  highly  commendable  move  of  setting  up  an 
international  commisskxi  to  seize  the  assets  of  PresMent  Mobutu  Sese  Seko.  The  U.S.  should  also 
offer  other  Afrtean  countries  help  to  recover  the  bllkxis  of  loot  stashed  abroad  by  corrupt  African 
leaders  and  ministers.  (I  would  be  wiling  to  work  with  aU  o<ifc:ials  on  this). 
Thank  you. 
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PREPARED  STATEMENTS-Russia  and 
the  Independent  States 

PREPARED  STATEMENT  OF  EUGENE  K.  LAWSON,  PRESIDENT,  U.S.-RUSSIA 

BUSINESS  COUNCIL 


Mr.  Chairman.  I  am  Eugene  K.  Lawson,  President  of  the  U.S.-Russia  Business 
Council.  I  am  delighted  to  be  asked  to  appear  before  this  distinguished  committee  to 
discuss  U.S.  policy  toward  Russia. 

The  Council  was  incorporated  last  year  at  the  initiative  of  over  two  dozen  of 
America's  top  business  leaders.  Our  Board  members  represent  important  U.S. 
companies  that  have  an  impressive  history  of  trade  with  and  investment  in  Russia.   It  is 
the  Council's  belief  that  government  and  private  business  can  assist  Russia  more 
effectively  in  its  effort  to  develop  democracy  and  a  market  economy  by  working 
together  rather  than  by  pursuing  separate  policies  and  programs. 

My  remarks  will  focus  on  two  main  issues:  first,  I  believe  that  while  there  are 
many  positive  developments  in  Russia,  there  also  are  serious  problems  which  must  be 
quickly  addressed;  and  second,  1  will  describe  the  policies  I  believe  government  should 
pursue  toward  Russia. 

Before  I  begin  I  would  like  to  comment  on  President  Clinton's  excellent 
nominations  in  the  area  of  Russian  affairs.   I  am  extremely  pleased,  as  are  the  many 
business  leaders  with  whom  I've  spoken,  about  the  choices  of  Strobe  Talbott  as 
Ambassador  at  large  for  issues  dealing  with  the  former  Soviet  Union,  and  Tom 
Pickering  as  Ambassador  to  the  Russian  Federation.   Both  of  these  men.  as  you  well 
know,  have  distinguished  careers  and,  if  confirmed,  will  do  a  very  fine  job. 

CURRENT  SITUATION  IN  RUSSIA 

No  one  doubts  that  Russia  is  undergoing  a  traumatic  transformation  as  its  old 
institutions  give  way  to  democracy  and  capitalism.   Yet  despite  the  many  difficulties, 
positive  indicators  brighten  the  scene.   Industrial  production  declined  40  percent  in 
Eastern  Europe's  emerging  democracies  during  their  transitions  to  market  economies. 
However,  Russian  industrial  production  has  declined  only  28  percent,  and  appears  to 
have  bottomed  out.   Furthermore,  agricultural  production  has  decreased  only  5  percent 
within  the  last  year;  there  will  be  no  food  shortage  this  winter. 

Most  importantly,  political  and  economic  reforms  cannot  be  reversed.  Even  if  a 
conservative  government  desiring  to  return  to  the  past  gained  power,  the  state 
structure  of  central  control  has  disintegrated  irreparably  and  a  reversal  of  the  basic 
achievement  accomplished  thus  far  would  not  be  possible.  Additionally,  many 
government  leaders,  despite  intense  pressure  from  a  conservative  parliament,  have 
continued  to  advocate  political  and  economic  reforms.  While  the  breakdown  of  central 
authority  since  the  collapse  of  the  Soviet  system  has  resulted  in  much  corruption,  it  has 
allowed  private  enterprise  to  flourish  where  it  otherwise  might  not  have. 
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While  many  Russian  figures  have  complained  publicly  that  the  newly  developing 
market  is  akin  to  a  bazaar,  this  type  of  grass  roots  capitalism  and  entrepreneurship  is 
the  most  vivid  example  of  a  market  economy  at  work  today.   Unlike  1905  and  1917, 
Russian  youth  is  participating  in  this  revolution  on  an  economic  front  as  opposed  to  a 
political  front.   Battle  hnes  are  along  the  avenues  and  on  the  street  corners,  where 
young  men  and  women  are  exercising  grass  roots  capitalism  in  their  taxicatw  and  their 
kiosks,  providing  hope  for  Russia's  future  generations. 

Outside  of  Moscow,  privatization  continues  at  a  fast  but  healthy  pace.  While  a 
majority  of  large  heavy  industry  enterprises  have  not  yet  been  privatized,  Deputy 
Prime  Minister  Chubais  has  continued  to  make  progress  despite  a  strong  conservative 
opposition.    Moreover,  as  one  veteran  Russia  watcher  has  written,  a  civil  society  is  in 
the  making,  with  the  explosive  growth  of  political,  civic  and  professional  associations, 
and  the  expansion  of  a  very  lively  media.   There  also  appears  to  be  a  resumption  of 
trade  between  Russian  and  the  other  republics  of  the  former  Soviet  Union,  which  is  a 
crucial  step  in  restoring  Russia's  former  level  of  foreign  trade. 

These  developments  give  us  reason  for  hope,  but  only  if  we  face  up  to,  and  help 
resolve,  the  very  serious  problems  that  have  arisen.   First.  Russian  continues  to  have 
difficulty  remaining  current  on  its  loan  payments  to  the  West.   The  country  must  keep 
up  to  date  on  these  payments  if  it  hopes  to  continue  to  have  access  to  foreign  capital. 
But  the  West,  too.  must  remain  flexible  by  working  to  create  a  reasonable  repayment 
schedule. 

The  Paris  Club  advocates  a  payment  schedule  which  Russia  has  refused  to 
accept.   The  latest  Paris  Club  proposal  requires  Russia  to  pay  $6  billion  on  its  official 
debt  this  year,  much  too  large  a  figure  in  light  of  Russia's  current  budgetary 
constraints.    Until  this  issue  is  resolved.  Russia's  arrears  will  continue  to  add  up,  and, 
most  importantly,  other  financing  will  remain  on  hold.    In  this  regard,  Russia's 
outstanding  debt  to  the  U.S.  itself,  including  Lend  Lease  and  the  Kerensky  debts, 
should  be  forgiven. 

Second,  inflation  threatens  Russia  with  economic  and  political  ruin.    In  1992. 
inflation  ran  at  a  rate  of  over  2.000  percent,  and  in  January  the  rate  approached 
hyperinflation.    If  Russia  hopes  to  be  successful  in  its  reform  efforts,  inflation  must  be 
controlled.    There  is  still  immense  pressure  to  provide  subsidies,  credits  to  ailing 
government  industries,  and  wage  increases  to  the  population,  such  as  Parliament's 
mcrcasc  of  the  minimum  wage  by  150  percent  on  January  1.   The  extreme  inflation  has 
led  to  a  tremendous  flight  of  capital  out  of  the  country  as  Russia's  entrepreneurs  seek 
to  keep  ihcir  new  fortunes  intact.    It  is  imperative  that  the  Russian  government  remain 
committed  to  controlling  inflation  so  that  this  capital  will  remain  in  and  grow  with  the 
Russian  economy. 

Fortunately.  Russia's  current  unemployment  is  less  than  1  percent,  and  this  may 
work  to  its  advantage  by  allowing  it  to  trade  off  limited  unemployment  for  a  more 
stable  currency.    Although  Russia  has  little  history  of  unemployment,  it  does  suffer 
from  underemployment,  which  will  be  resolved  as  the  free  market  forces  inefficient 
enterprises  to  close.    But  by  postponing  this,  and  continuing  to  prop  up  non-productive 
enterprises,  Russia  continues  to  flirt  with  hyperinflation,  which  is  fueled  by  credits 
given  bv  a  Parliament  which  sees  reforms  moving  too  fast.   A  solution  would  be  for 
Russia  to  remove  Parliament's  control  over  its  central  banking  system.    By  developing 
an  independent  central  bank.  Russia  could  begin  to  make  some  of  the  painful  reforms 
that  ,irc  ncccssarv. 
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Finally,  the  Russian  Government  must  find  coherence  and  stability  in  its 
governmental  structure.   The  current  political  crisis  between  the  parliament  and  the 
executive  branch  threatens  to  derail  the  tremendous  progress  that  has  been  made.   It  is 
crucial  that  President  Yeltsin  and  the  Russian  Parliament  be  encouraged  to  solve  their 
difference  as  quickly  as  possible  so  that  they  can  devote  their  energies  to  the  country's 
crisis. 

THE  U.S.  GOVERNMENT.  THE  U.S.  PRIVATE  SECTOR  AND  RUSSIA 

The  United  States  government  and  American  business  can  work  together  to  help 
alleviate  Russia's  financial  arrears,  inflation,  capital  flight  and  other  economic 
problems.   I  believe  our  government  should  direct  its  energies  to  two  main  areas:  first. 
It  should  ensure  adequate  budgetary  support  for  organizations  such  as  the 
Export-Import  Bank  and  for  government  programs  such  as  those  authorized  by  the 
Freedom  Support  Act;  and  second,  it  should  provide  Russian  and  American  business 
with  a  badly  needed  success  story  in  the  form  of  an  oil  and  gas  framework  agreement. 

Recognizing  that  exports  create  domestic  jobs,  the  United  States  must  pledge 
adequate  funding  to  government  projects  that  promote  exports.   For  example,  when  an 
Export-Import  Bank  loan  or  guarantee  is  given,  usually  an  American  bank  loans  money 
to  an  American  firm  that  prcxluces  American  products  with  American  labor  that  is 
exported  on  an  American  carrier.   To  free  the  Exim  budget  is  penny  wise  and  pound 
foolish. 

Another  immediate  step  the  U.S.  government  should  pursue  is  the  proposed 
Eximbank  Oil  and  Gas  Framework  Agreement  to  provide  credits  allowing  Russia  to 
purchase  U.S.  oil  equipment  and  services.  Only  last  year  Russia  was  the  number  one 
provider  of  crude  oil  in  the  world,  but  its  oil  production,  for  a  variety  of  reasons,  is 
plummeting.    In  just  the  last  two  years.  Russia's  oil  and  gas  exports  have  fallen  by  over 
50  percent,  causing  a  devastating  loss  of  badly  needed  foreign  exchange. 

If  there  is  one  way  to  jump  start  the  Russian  economy,  it  is  to  put  credits  into 
the  energy  sector  as  quickly  as  possible.   Over  40.000  Russian  oil  wells,  nearly  20 
percent  of  existing  capacity,  are  idle  because  of  lack  of  spare  parts,  casing  or  simple 
stimulation.    For  a  relatively  small  amount  of  capital  and  in  a  relatively  short  period 
of  time,  a  large  percentage  of  these  wells  could  be  restored  rapidly. 

For  transactions  involving  the  export  of  U.S.  goods  and  services  to  Russia  as  to 
every  other  country  in  the  world.  Eximbank  must  find  reasonable  assurance  of 
repayment.   Given  the  Bank's  belief  that  short  term  Russian  risk  is  very  high,  and 
therefore  its  ability  to  provide  sovereign  risk  financing  is  very  limited,  the  Bank  can 
only  finance  large-scale  credits  to  Russia  on  a  project  (or  production  payment 
financing)  basis. 

The  framework  agreement  includes  a  security  arrangement  which  will  ensure 
that  a  portion  of  the  foreign  e.xchange  proceeds  from  the  sale  of  oil  and  gas  are 
deposited  directly  into  an  offshore  account  not  subject  to  control  by  Russian  borrowers, 
the  Russian  government  or  the  Russian  central  bank.   These  proceeds  would  be  for  the 
sole  use  of  Eximbank  and  any  lenders  guaranteed  by  Eximbank. 
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The  oil  and  gas  framework  agreement  will  be  good  business,  obviously,  for  U.S. 
suppliers  who  will  need  new  markets  if  they  are  to  continue  to  employ  thousands  of 
American  workers.    But  equally  as  important,  the  Eximbank's  credits  are  critical  to  the 
Russians  if  they  are  to  purchase  the  goods  and  services  they  need  to  revitalize  the  oil 
and  gas  sector  is  fundamental.   Fortunately,  much  good  work  has  been  accomplished 
already  in  this  area. 

Another  vital  source  of  U.S.  government  funding  is  authorized  in  the  Freedom 
Support  Act.   American  businesses  in  Russia  often  count  on  a  guiding  hand  from  the 
U.S.  government,  because  of  the  extraordinary  difficulty  obtaming  information  in  the 
Russian  business  environment.   The  Department  of  Commerce,  through  projects  like 
the  Business  Information  Service  for  the  Newly  Independent  States  (BISNIS).  has  filled 
a  tremendous  need  for  conmiercial  information  in  the  former  Soviet  Union.   Its 
information  clearinghouse  provides  access  to  all  trade  and  marketing  information 
obtained  by  the  U.S.  government  including  business  opportunities  in  the  NIS  countries, 
and  their  changing  rules  and  regulations.   The  Washington  office  of  BISNIS  answers 
over  800  queries  a  week  from  U.S.  businesses  and  has  fielded  over  25,000  questions 
since  it  opened  last  June. 

The  Commerce  Department  is  also  establishing  American  Business  Centers  where 
United  States  companies  have  access  to  a  telephone,  fax,  copy  machine,  and  a  secretary, 
and  where  they  can  conduct  business  negotiations.   These  centers  will  encourage  and 
assist  U.S.  companies  as  they  explore  business  opportunities  in  emerging  commercial 
centers  and  resource-rich  regions  throughout  the  NIS.   Unfortunately,  rather  than  the 
12  centers  originally  envisaged  by  the  NIS.  it  appears  that  the  Commerce  Department 
will  only  receive  sufficient  funding  to  proceed  with  7  locations. 

These  services,  like  the  Export-Import  Bank  funding,  are  not  just  foreign  aid 
programs,  but  also  are  domestic  job  creators.    By  allowing  U.S.  companies  to  increase 
exports,  the  U.S.  government  can  serve  the  dual  role  of  assisting  Russian  and  helping 
our  own  economy.    This  perspective  is  crucial  to  maintain,  especially  in  this  time  of 
domestic  fiscal  uncertainty. 
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Prof.  Jeffrey  Sachs 

Tables  for  Testimony  to  the  Comnlttee  on  Foreign  Affair* 
U.S.  House  of  Representatives 


Monetary  Data  for  Russia,  1992 


Inflation  (CPI)    Money  Supply  Growth  (M2)   Rubls  Ex  Rat* 


Psb 
Mar 
Ap 
May 

June 

Jl 

Aug 

Sep 
Oct 
Nov 
Dec 


38.3 
29.8 
21.7 
12.0 
18.6 
11.0 
9.0 
12.0 
23.0 
26.0 
26.6 


11.9 
13.8 
10.0 

9.0 
27.5 
27.5 
28.3 
31.9 
26.7 

5.5 
20.0  (est) 


170 
161 
155 
128 
119 
136 
163 
204 
338 
419 
418 


Inflation      Money  Supply  change 

fros  three  sonths  before 


Hay 

June 

July 

Aug 

Sep 

Oct 

Nov 

Dec 


12.0 
18.6 
11.0 
9.0 
12.0 
23.0 
26.0 
26.6 


11.9 
13.8 
10.0 
9.0 
27,5 
27.5 
28.3 
31.9 


Exchange  Rate 
Change 


Money  Supply  change 
froB  one  aonth  before 


Mar 

April 

Hay 

June 

July 

Aug 

Sept 

Oct 

Nov 

Dec 


-5.6 
-3.4 

-17.7 
-7.1 
14.6 
19.7 
25.5 
65.7 
24.0 
-0.2 


11.9 
13.8 
10.0 

9.0 
27.5 
27.5 
28.3 
31.9 
26.7 

5.5 
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Tabic  2.  Indluton  of  Raw  Matcrlab  Production  and  Eacrfj  Consamptloa,  198S 


Soviet 

United                   West 

Commodity 

Union 

States                Germany 

Japan 

U  nitons  of  metric  tons,  except  energy* 

Crude  steel 

163.00 

90.60                    41.00 

105.70 

Refined  copper 

1.00 

1.86                      0.43 

0.96 

Primary  aluminum 

2.50 

3.94                      0.74 

0.04 

Synthetic  rubber 

2.44 

2.34                      0.49 

IJO 

Primary  energy 

27.28 

38.93                      3.53 

1.07 

Thousands  of  metric  tons  per  U.S.  bitUon  dollars  <4 

GDP,  except  energy* 

Crude  steel 

280.00 

18.49                    34.35 

36.47 

Refined  copper 

1.71 

0.38                       0.36 

0.33 

Primary  aluminum 

4.28 

0.80                       0.62 

0.01 

Synihciic  rubber 

4.18 

0.48                       0.41 

0.45 

Primary  energy 

46.78 

7.94                       4.63 

2.78 

Source:  CtA  (1990).  loicnuiionaJ  Finuicid  Suiituci  (IMP.  September  1992).  tad  Om  Ecemomltt  (19901. 

».  Commodiuci  ux  incuur«d  u  miUioai  ot  Bcuic  loo*  of  productto*.  Fnai*f7  cacrty  U  luuMuni  m  i 
barrcli  per  day.  otl  equivticnl.  oT  coosumpooa. 

b.  Conunodiiict  krc  oM^jurtd  ti  ihout4nd«  of  otcthc  toa<  of  prodiictioa  per  U.S.  btllioa  doBan  o^ ON?,  rrt— ry 
tntrgy  u  mcuurtd  u  ihouuadi  ot  barrcU  per  day.  oti  cquivkjtni.  of  coiuumptioa  par  U.S.  Hm«t  doAtn  otOOt. 
CDP  IVjurci  ut  la  I9U  cumm  dolUn.  U.S.  btlUoa  dolUn  of  COP  n«ur«  for  Um  Savi«i  Uaioa  U  &«■  \ht  ffimr-ifrf 
(IWO). 


395 


Table  5.  RassU'i  Balance  of  Payments,  1990-92* 

Billions  of  U.S.  dollars 


1990 

1991 

1992* 

Current  account 

-4.5 

4.1 

-7.7 

Trade  balance 

-2.0 

6.5 

-2.7 

Exports 

80.9 

51.6 

34.4 

Oil 

27.1 

11.8 

9.9 

Natural  gas 

9.6 

10.3 

7.4 

Other 

44.2 

29.5 

17.1 

Imports 

-82.9 

-45.1   . 

-37.1 

Service  account 

-4.1 

-4.6 

-5.9 

Interest  due 

-2.9 

-2.7 

-3.7 

Gold  sales 

1.6 

2.2 

0.9 

Capital  account 

1.4 

2.7 

3.3 

Grants 

0.0 

1.6 

2.7 

Long-term  capital  (net) 

2.0 

3.8 

5.6 

Other 

-0.6 

-2.7 

-5.0 

Overall  balance 

-3.1 

6.8 

-4.4 

Financing 

3.1 

-6.8 

4.4 

Net  international  reserves 

9.2 

0.6 

-0.7 

Gross  reserves  (-  increase) 

5.1 

1.5 

-1.4 

IMF  credits 

0.0 

•'0.0 

1.0 

Short-term  liabilities 

4.1 

-0.9 

-0.3 

Arrears 

2.7 

-0.1 

-2.9 

Debt  deferral 

0.0 

0.2 

7.9 

Other' 

-8.8 

-7.5 

0.1 

Sourcei:  lmemiiiot\»J  Motxury  Fund  (1992*)  for  1990  only.  «nd  govcmmcM  o^  Ruuia. 

«.  Exciudei  inier-republicao  lr»d«. 

b.  Figurei  for  1992  »re  eilimatct. 

c    For  1990  and  1991.  pnmaxiJy  nfiecu  ih«  ftnanctng  of  Rusiia't  uid«  lurpluMt  with  other  rtpublkt. 
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Prof.  J.  Sachs 
Dr.  Peter  Boone 


Strengthening  Western  Support  for  Russia's  Economic  Refomm 

The  G-7  countries  did  not  develop  a  coherent  strategy  to 
support  Russia's  econonlc  refoms  during  1992.  The  lack  of  a 
coherent  strategy  has  gravely  weakened  the  Russian  reform  effort. 
There  is  an  urgent  need  to  chart  a  new  strategy  of  Western 
assistance  for  1993  and  later  years.  This  meaoranduB  proposes  a 
new  G-7  policy. 

I.  The  Aid  Effort  in  1992 

The  need  for  large-scale  assistance  to  Russia  arises  for  three 
inter-related  reasons.  First,  there  is  im  acute  bal«uice  of 
payments  crisis,  which  has  led  to  a  plummeting  in  Russia's  capacity 
to  purchase  imports  on  world  markets.  Second,  there  is  an  acute 
fiscal  crisis,  which  is  contributing  to  hyperinflation,  and  irtilch 
is  gravely  worsened  by  the  fiscal  burden  of  foreign  debt  servicing 
as  well  as  new  social  spending  required  by  the  economic 
transformation  in  Russia.  Third,  there  is  an  urgent  need  to  help 
cushion  the  shocks  coming  from  the  collapse  of  the  old  system  and 
the  emergence  of  a  new  market  economy.  Foreign  aid  can  give  hope 
to  the  population,  and  thereby  provide  a  key  to  political  and 
social  stability  during  the  transition  to  democracy  and  a  market 
economy. 

The  gravity  of  the  balance  of  payments  crisis  is  not 
sufficiently  appreciated  in  public  discourse  about  Russia.  Russia 
has  been  hit  by  several  shocks  in  the  past  three  years:  the  loss  of 
markets  in  Eastern  Europe  (e.g.  for  military  equipment),  which  used 
to  help  pay  for  consumer  goods;  the  collapse  of  energy  exports;  and 
the  emergence  of  a  debt-servicing  crisis,  after  a  six-year  period 
in  which  the  Soviet  Government  built  up  a  foreign  debt  of  more  than 
$60  billion.  These  factors  have  contributed  to  a  collapse  of 
imports,  shown  in  Table  1.  Imports  fell  by  45  percent  between  1990 
and  1991,  and  then  by  another  25  percent  or  so  in  1992,  partly  as 
a  result  of  the  fact  that  the  promised  financial  assistance  program 
never  materialized.^ 

The  fiscal  crisis  is  equally  profound,  and  the  demands  of  debt 
servicing  weigh  heavily  in  the  fiscal  imbalance.  Fiscal  and  quasi- 
fiscal  deficits  (including  subsidized  credits  to  industzy)  total 
around  20  percent  of  GDP  in  the  second  half  of  1992.   These 


^Note,  however,  that  official  data  may  understate  the  level  of 
trade  in  1992,  because  of  the  prevalence  of  smuggling,  barter,  and 
other  under-reported  transactions. 
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deficits  are  being  financed  by  domestic  cr 
contractual  obligations  on  debt  servicing, 
represent  the  single  largest  item  in  the  Ruse 
zunount  of  debt  servicing  demanded  by  the  Pari: 
its  most  recent  rescheduling  offer  in  Decemb 
payments  in  excess  of  the  total  budgetary  out: 
The  fiscal  burden  will  be  intensified  next  ye; 
spending,  for  unemployment  compensation,  pens, 
support,  and  so  on.  Debt  relief  will  be  necc 
the  budget  outlays  to  manageable  levels,  \Ai 
financial  support  can  play  a  key  role  in  fina 
in  a  non-inflationary  manner. 

In  view  of  the  critical  balance-of-payme: 
fiscal  crisis,  and  as  a  tangible  demonstrati 
for  Russia's  economic  and  political  reforms, 
billion  aid  package  for  Russia  for  calendar 
on  April  1,  1992,  this  package  was  to  inclu* 
elements: 

interest  rescheduling:  $2.5  billion  of 
IMF  and  World  Bank:  $4.5  billion 
stzUsilization  fund:  $6.0  billion  fund 
bilateral  grants  and  loans:  $11.0  billi 

This  package  was  not  fulfilled  in  any  categor 
have  been  as  follows: 

interest  rescheduling:  no  Paris  Club  ag 
IMF  and  World  Bank:  $1.6  billion  in  co: 

1992,  no  import  financing^ 
stabilization  fund:  delayed  by  IMF  and 

1992' 
bilateral  grants  and  loans:  $11  billion 

credits  at  market  interest  rates^ 


^he  IMF  lent  the  $1  billion  on  the  condii 
as  reserves  in  1992,  and  not  be  used  to  finance 
Bank  loan  was  signed  in  December  1992,  and  th 
been  disbursed. 

^he  IMF  insisted  that  the  stabilization 
operation  only  after  stabilization  had  actua 
contrast  to  the  case  of  Poland,  in  which  t] 
came  into  existence  at  the  start  of  the  pro- 
political  and  economic  linchpin  of  stzibiliza 

humanitarian  grants  totaled  approximati 
Bush  Administration  and  IMF  have  sometimes  co 
billion  of  German  financial  support  for  Ruse 
from  Germany,  despite  the  fact  that  the  Germai 
clearly  to  the  Russian  Government  that  troop 
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Total  (llsburs«B«nts  hav«  tharafor*  total l«d  around  $11 
billion.  Noraovar,  tha  diaburaasanta  ara  aoatly  ahort-tani 
coaaarcial  cradita,  on  which  around  $2.5  billion  will  coaa  dua  in 
1993.  Raaarkably,  and  contrary  to  tha  statad  intantiona  of  tha  G- 
7,  tha  trada  cradita  vara  not  conditional  on  tha  aconoaic  raform 
program. 

Tha  abaanca  of  Waatam  financa  has  had  aavaral  daap  and 
corroaiva  af facta  in  Ruaaia.  Moat  importantly,  tha  aconoaic 
hardshipa  hava  baan  aada  much  mora  aavara  bacauaa  of  tha  acarcity 
of  inporta  and  tha  high-coat  of  foraign  axchanga.  Tha  budgat  has 
had  to  raly  on  inflationary  financing  from  tha  cantral  bank,  rathar 
than  non-inflationary  foraign  financing.  Moreovar,  tha  political 
baaa  of  tha  rafomara  haa  baan  daaply  xindarainad,  both  bacauaa  of 
tha  pracarioua  aconoaic  aituation  itaalf ,  and  bacauaa  tha  raforaars 
juatifiad  thair  policiaa  in  part  on  tha  naad  to  gamar  Waatam 
aupport,  which  in  tha  and  did  not  aatarializa. 

Ruaaia  ia  now  on  tha  varga  of  hyparinflation,  aa  a  raault  of 
tha  waakening  of  tha  staibilization  affort  and  tha  inadaquate 
intamational  assistance.  Nonathalaaa,  tha  ovarall  aconoaic 
aituation  ia  far  froa  hopalaaa,  if  tha  aatbacka  in  atabilization 
can  ba  ravarsad.  On  tha  poaitiva  aida,  tha  Russian  public  ia  not 
only  acquiescing  in,  but  actually  supporting  tha  aova  to  a  market 
system.  There  has  been  no  social  exploaion,  no  important  unrest  at 
the  graas-roots  level.  The  privatization  of  the  economy  ia  surging 
forward,  with  literally  thousanda  of  anterpriaea  converting 
themselves  into  joint  stock  companiea,  with  ahares  already  being 
auctioned  for  vouchers.  Decentralized,  market-based  behavior  is 
taking  root  throughout  tha  vast  Russian  expanse.  Manufacturing 
enterprises  are  waking  up  to  export  opportunities  in  the  West 
(while  official  Russian  export  data  show  a  decline  in  exports,  data 
from  the  countries  with  which  Russia  trades  shows  an  increase  in 
Russian  exports) . 

Even  the  decline  in  industrial  production  should  not  be 
mourned.  As  in  Eastern  Europe,  much  of  the  shrinkage  is  in  the  old 
military-industrial  complex,  which  was  not  producing  for  consumer 
needs  in  any  event.  The  decline  in  production  hare  ia  freeing  up 
resources  for  other  sectors  of  the  economy.  A  new  service  sector 
is  taking  root,  seen  most  clearly  in  the  tens  of  thousands  of 
kiosks  that  hmve  opened  up  in  Moscow  in  recent  months.  Even  the 
most  feared  consequence  of  reforms,  unemployment,  remains  at  a  mere 
1  percent  of  the  IzUaor  force,  vastly  below  the  unemployment  rates 
of  market  economies.  Unemployment  will  grow,  surely,  but  together 
with  the  gro%rth  of  new  opportunities  in  the  economy. 

The  key  for  Russia  is  to  persevere  in  the  basic  four  lines  of 
reform:  macroeconomic  stabilization;  liberalization  of  economic 


not  to  be  counted  in  the  $24  billion  package. 
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activity;  privatization  of  state-owned  resoiirces;  construction  of 
a  social  safety  net  to  support  the  vulnerable  groups  in  the 
population  left  behind  by  the  market  changes;  and  an  industrial 
policy  to  support  market-based  adjustments  of  enterprises  in 
critical  areas,  including  energy,  agriculture,  and  military 
conversion.  Stabilization  is  most  urgent,  since  a  real 
hyperinflation  could  derail  all  of  the  rest  of  the  reforms.  The 
West  still  has  a  chance  to  play  a  pivotal  role  by  supporting  the 
main  themes  of  reform. 

II.  A  Western  Assistance  Package  for  1993 

The  Western  assistauice  in  1993  should  be  geared  to  provide 
maximum  political  and  economic  support  to  the  basic  contoxirs  of 
reform.  Rather  than  announcing  a  sum  of  cash,  as  the  6-7  did  in 
April  1992,  the  West  should  work  together  with  the  Russians  to 
estziblish  a  series  of  projects,  each  directed  at  a  key  aspect  of 
reform.   The  following  kind  of  paclcage  makes  sense. 

•An  Emergency  Social  Fund,  to  help  pay  for  uneiiq[>loyment 
compensation,  health  care  expenses,  and  supplements  to  pensioners. 
The  Fund  would  be  estzOslished  by  direct  grants  of  the  Western 
countries.  This  progrzua  would  do  an  enormous  amoiint  to  allay 
current  anxieties  that  the  unemployed,  the  pensioners,  and  other 
vulnerzUale  groups  will  be  left  to  fend  for  themselves.  Obviously, 
such  a  fund  would  help  to  cover  direct  budgetary  needs  without  the 
resort  to  inflationary  finance. 

•An  industrial  restructuring  fiind,  to  help  finance  military 
conversion  zmd  other  industrial  restructviring  investments 
(particularly  in  energy  and  agroindustry) .  This  money  would  be  in 
the  form  of  long-term  loans  from  export  credit  agencies,  the  World 
Bank,  and  the  European  Bank  for  Reconstruction  and  Development 
(EBRD) . 

•A  small -business  loan  program,  modelled  on  U.S.  efforts  in 
Poland  and  Czechoslovakia,  to  make  hundreds  of  thousands  of  loans 
throughout  Russia  to  small  private-sector  enterprises.  Such  a  f\ind 
could  be  managed  by  the  EBRD. 

•Ruble  stzUsilization  support,  including  three  components:  debt 
rescheduling,  an  IMF  standby  loan,  and  a  rxible  stabilization  fund. 

It  is  not  possible  at  this  point  to  put  a  precise  1993  price- 
tag  on  this  program.  It  is  important,  nonetheless,  to  make  a  rough 
estimate  of  possible  costs.  As  we  explain  in  Appendix  A,  the 
Emergency  Social  Fund  should  probably  be  on  the  order  of  $8  billion 
in  paid-in  grants  from  the  industrial  nations.  The  industrial 
restructuring  fund  similarly  should  be  on  the  order  of  $8  billion. 
Commodity  credits  are  expected  to  be  around  $4  billion.  The  small 
business  loan  program  should  be  on  the  order  of  $1  billion  for 
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1993. 

The  ruble  stabilization  support  has  three  parts.  The  debt 
reschedulings  should  reduce  the  annual  debt  servicing  to  around  $2.5 
billion  (including  both  the  Paris  Club  and  the  London  Club).  The 
IMF  standby  loan  should  be  on  the  order  of  $4  billion  (90  percent 
of  quota) .  The  ruble  stabilization  fund  should  be  around  2  months 
of  import  coverage,  or  approximately  $6  billion. 

Not  counting  the  nible  stabilization  fund  (which  is  a  line  of 
credit  not  actually  drawn  down  except  in  an  emergency) ,  and  the 
debt  rescheduling,  the  overall  package  of  support  would  come  to 
approximately  $25  billion.  In  the  next  section  we  explore  the 
macroeconomic  implications  of  these  alternative  levels  of  support. 

An  aid  package  of  the  sort  just  outlined  Is  obviously 
ambitious,  but  it  is  the  kind  of  program  that  could  fire  up  the 
imaginations  of  the  millions  of  Russians  trying  to  find  their  place 
in  Russia's  rapidly  changing  order.  They  would  have  vastly  more 
confidence  that  basic  needs  would  be  met  in  the  event  of 
unemployment;  a  better  chance  to  start  a  private  business;  and  hope 
for  their  factory's  future  if  it  is  eligible  for  long-term 
restructuring  assistance.  All  Russians  would  be  vastly  aided  by  a 
stable,  convertible  currency  made  possible  by  meaningful  support 
from  the  IMF. 

ILL. Macroeconomic  Aspects  of  International  Financial  Assistance 

The  preceeding  aid  package  can  be  justified  on  "microeconomic" 
or  narrow  programmatic  grounds,  that  is,  that  it  would  help  to 
support  social  welfare,  to  develop  small  businesses,  to  encourage 
industrial  restructuring,  and  so  forth.  It  is  important  to 
recognize,  however,  that  there  are  additional  —  emd  perhaps  even 
more  important  —  macroeconomic  consequences  from  such  an  aid 
program.  There  are  two  major  macroeconomic  effects  that  should  be 
highlighted. 

First,  the  assistance  provides  an  increased  overall  level  of 
foreign  exchange  to  Russia.  This  allows  an  increased  level  of 
imports,  and  a  stronger  real  exchange  rate  of  the  r\ible  (thereby 
increasing  the  purchasing  power  of  wages  in  dollar  terms) .  The 
increased  imports  not  only  would  boost  living  standards,  but  would 
also  lead  to  a  higher  overall  level  of  output,  by  reducing  the  real 
cost  of  imported  inputs  to  Russian  industries. 

Second,  the  foreign  assistance  provides  a  form  of  non- 
inflationary  financing  for  the  budget  and  for  enterprises,  that 
would  permit  Russia  to  achieve  a  lower  rate  of  inflation  for  any 
given  level  of  overall  budgetary  outlays  or  credits  to  industrial 
enterprises.  Thus,  the  foreign  assistance  plays  a  direct  role  in 
stabilizing  the  economy,  by  helping  to  finance  budgetary  spending 


401 


and  enterprise  restructuring. 

Since  the  aonetary  implications  of  foreign  assistance  are 
often  misunderstood  or  neglected,  it  is  worth  describing  them  in 
greater  detail.  Consider  the  case  in  which  the  government  receives 
$1  billion  in  aid  per  month,  with  an  exchange  rate  of  400  rubles 
per  dollar.  In  order  to  use  the  assistance  for  domestic  nible 
expenditures,  the  budgetary  authority  must  sell  the  dollars  in 
return  for  rubles.  The  rubles  thus  earned  are  generally  called 
"counterpart  fxinds.**  It  may  sell  the  dollars  in  two  ways:  either 
directly  into  the  foreign  exchange  market,  or  to  the  Russian 
Central  Bank  (RGB) .  At  the  prevailing  exchange  rate,  the  dollars 
would  lead  to  budgetary  counterpart  funds  of  400  billion  Rbls. 

Suppose,  for  purposes  of  illustration,  that  the  Government  is 
currently  running  a  budget  deficit  of  400  billion  Rbls  per  month. 
This  budget  deficit  is  currently  being  financed  by  Central  Bank 
loans,  leading  to  a  rise  of  the  money  supply  of  400  billion  Rbls 
per  month  and  high  inflation.  The  foreign  aid  would  eliminate  the 
inflationary  finance.  If  the  dollars  are  sold  into  the  foreign 
exchange  market,  they  would  raise  exactly  the  funds  needed  to  cover 
the  deficit,  without  resort  to  central  bank  financing.  The  rubles 
absorbed  from  circulation  by  selling  the  dollars  into  the  foreign 
exchange  market  would  be  placed  back  into  circulation  as  the 
government  carries  out  the  monthly  budgetary  expenditxires .  Despite 
the  budget  deficit,  there  would  be  no  tendency  for  an  increase  in 
the  rxible  money  supply  during  the  year. 

If  the  dollars  are  sold  to  the  RCB,  the  monetary  mechanism  is 
slightly  different,  although  the  end  result  is  the  same.  Now,  the 
rubles  spent  by  the  government  would  actually  lead  to  a  increase  in 
the  money  supply  in  the  first  instance,  since  no  rubles  are  taken 
out  of  circulation  in  advance  of  the  government's  deficit  spending. 
Thus,  the  ruble  money  supply  would  go  up  by  400  billion  Rbls.  The 
ruble  exchange  rate  would  tend  to  depreciate.  But  if  the  RCB  were 
pegging  the  exchange  market  at  400  Rbls  per  dollar,  it  would  have 
to  sell  its  dollar  reserves  to  offset  the  increased  rubles.  The 
Central  Bank  would  then  sell  the  dollars  into  the  foreign  exchange 
market,  thereby  reabsorbing  the  rubles.  Indirectly,  the  ruble 
money  supply  would  be  stabilized,  just  as  if  the  dollars  had  been 
sold  directly  into  the  foreign  exchange  market  by  the  budgetary 
authority. 

Since  the  foreign  assistance  provides  crucial  support  to 
stabilization,  it  is  vrongheaded  to  argue  that  "aid  would  be  wasted 
until  after  the  Russian  economy  is  stabilized."  The  aid  itself  can 
be  a  crucial  part  of  the  stabilization  progrzun,  emd  will  make  it 
vastly  more  likely  to  succeed.  Therefore,  a  stabilization  program 
and  foreign  aid  should  be  seen  as  simultaneous  actions,  not  as  a 
sequence  of  actions  in  which  stabilzation  comes  first,  only  after 
which  Russia  qualifies  for  foreign  assistance. 
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IV.    A  Financial  Assistance PflgKflqg CfiT 1993; Magrggcongffljg 

Assessment 

We  now  examine  the  macroeconomic  impact  of  a  large-scale 
foreign  assistance  program.  We  examine  a  1993  assistance  program 
on  the  scale  of  the  program  that  was  promised,  but  not  delivered, 
in  1992.  To  understand  the  macroeconomic  implications  of  the 
foreign  assistance,  we  consider  three  alternative  scenarios. 

In  the  first  scenario,  we  assvune  that  the  Russian  Government 
receives  a  full-scale  assistance  program  of  $25  billion,  and  is 
therefore  2ible  to  carry  out  a  macro«conomic  stabilization  progrzun 
and  at  the  same  time  to  satisfy  pressing  social  and  industrial 
needs  through  increased  budgetary  spending  and  lending  to 
enterprises.   We  call  this  the  "S"  (stabilization)  scenario. 

In  the  second  scenario,  we  assume  that  the  Russian  government 
receives  a  far  smaller  assistance  program,  of  $12  billion,  but 
nonetheless  tightens  its  belt  sufficiently  to  carry  out 
macroeconomic  stabilization.  This  scenario  corresponds  to  a  level 
of  international  financing  for  Russia  currently  envisioned  by  the 
INF.  Obviously,  the  degree  of  austerity  is  much  greater,  and  the 
political  viability  of  such  a  program  would  be  much  more  doubtful. 
We  call  this  the  "A"  (austerity)  scenario. 

In  the  third  scenario,  we  assume  that  the  Russian  government 
carries  out  the  social  and  industrial  policies  of  the  first 
scenario,  but  without  the  foreign  assistance.  It  pays  for  these 
policies  through  inflationary  financing.  The  result,  of  course,  is 
very  high  inflation,  which  itself  would  undermine  the  viability  of 
the  government  and  the  reform  process.  We  call  this  the  "I" 
(inflation)  scenario. 

Foreign  financing 

Our  specific  assumptions  about  foreign  financing  are  as 
follows.  We  assume  that  in  the  S-scenario  that  Russia  receives  an 
$8  billion  emergency  social  fund,  an  $8  billion  industrial 
restructuring  fund,  a  $1  billion  small  business  fund,  and  a  $6 
billion  ruble  stabilization  support.  In  the  other  two  scenarios, 
Russia  does  not  receive  the  social  funds  or  the  small-business 
loans,  and  receives  only  $4  billion  in  investment  funds.  These 
assumptions  are  repeated  for  convenience  in  Table  2  (see  Appendix 
B  for  further  details,  including  a  possible  allocation  of  the 
funding  among  the  creditor  governments  and  international 
institutions) . 

For  purposes  of  analysis,  we  assume  that  in  the  A  and  I 
scenarios,  Russian  per  capita  GNP  would  be  $1,000.  With  a 
population  of  150  million,  this  suggests  an  aggregate  dollar-GNP  of 
$150  billion.   Therefore,  the  $12  billion  of  foreign  financing 
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under  the  A  and  I  scenarios  would  equal  approximately  8  percent  of 
GNP. 

In  the  S  scenario,  dollar  GNP  is  somewhat  higher  because  the 
higher  levsls  of  capital  inflow  lead  to  a  stronger  value  of  the 
ruble  in  terms  of  dollars.  Under  our  assumptions  explained  in 
Appendix  C,  we  estimate  that  the  extra  inflows  in  the  S  scenario 
raise  the  dollar  GNP  by  30  percent,  to  $  191  billion.  Therefore, 
the  $25  billion  in  inflows  would  amount  to  13  percent  of  GNP  in  the 
S  scenario. 

The  foreign  financing  can  be  used  for  three '  purposes :  to 
finance  the  budget;  to  finance  enterprises;  or  to  accumulate 
foreign  exchange  reserves.  We  assume  that  the  IMF  standby  funds 
(when  available)  are  used  for  foreign  exchange  reserve 
accumulation;  that  the  social  spending  and  the  commodity  credits 
are  used  for  budget  financing;  and  that  the  industrial  Investment 
funds  are  used  for  enterprise  funding.'  With  these  assumptions, 
the  levels  of  budget  and  enterprise  financing  under  the  alternative 
scenarios,  as  a  percent  of  GNP,  is  sho%m  in  Table  3.  Note,  for 
example,  that  the  emerency  social  fxind  finances  budgetary  outlays 
of  around  4.2  percent  of  GNP. 

Achieving  stabilization 

In  our  analysis,  a  successful  stabilization  program  brings 
inflation  down  to  2-3%  per  month  by  the  fourth  quarter  of  1993 , 
with  a  pegged  convertible  currency  (the  exact  inflation  paths  are 
shown  in  Appendix  C)  .  Under  our  hypothetical  stabilization  program 
( in  scenarios  S  and  A) ,  the  government  announces  a  pegged  exchange 
rate  on  January  1,  1993,  and  theh  tightens  monetary  policies  and 
fiscal  policies  by  enough  to  stabilize  the  exchange  rate  at  that 
level  and  to  reduce  the  inflation  rate  to  the  targetted  levels  by 
the  end  of  the  year.  This  is  the  monetary  strategy  successfully 
pursued  in  Poland  in  1990. 

According  to  our  monetary  analysis,  successful  steibilization 
requires  a  sharp  slowdown  in  overall  money  supply  growth  compared 
with  the  money  supply  gro%rth  in  the  second  half  of  1992.  In 
particular,  central  bank  credits  to  the  budget  and  to  the  banking 
system  must  be  cut  back  significantly  from  the  rates  of  credit 
expansion  in  the  second  half  of  1992.  Based  on  our  rudimentary 
financial  model,  we  calculate  that  central  bank  credits  to  the 


'in  fact,  the  commodity  credits  tend  to  be  used  for  goods  such 
as  wheat  which  are  sold  at  a  subsidized  (s\ib-wor Id-market)  price  in 
the  domestic  market.  These  implicit  subsidies  are  not  counted  in 
the  budget.  We  assume  that  half  of  the  commodity  credits  are  used 
to  cover  subsidized  sales,  and  and  the  other  half  to  finance  the 
budget . 
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budget  plus  the  enterprise  sector  must  be  cut  back  to  around  7 . 6 
percent  of  GNP,  from  a  level  of  about  20  percent  of  GNP  during  the 
second  half  of  1990.  Somewhat  arbitrarily,  we  assume  that  this 
level  of  total  money  financing  from  the  central  bank  is  divided 
between  the  budget  and  the  enterprise  sector  as  follows:  budget 
financing,  2.1  percent  of  GNP;  enterprise  financing,  5.6  percent  of 
GNP.  (From  the  standpoint  of  stabilization,  it  does  not  matter 
much  how  the  7.6  percent  of  credit  expansion  is  divided  between  the 
budget  sector  and  the  enterprise  sector.) 

Vlhen  we  combine  the  foreign  financing  and  the  allowable 
domestic  monetary  expansion,  we  can  calculate  the  level  of  the 
budget  deficit  and  overall  credit  to  industry  that  is  compatible 
with  stabilization  in  1993,  as  shown  in  Table  4.  We  see  that  with 
the  foreign  assistance  program,  the  Government  can  run  a  budget 
deficit  of  7.4  percent  of  GNP,  and  can  extend  enterprise  credits  of 
10.4  percent  of  GNP.  Without  the  program,  the  budget  deficit  must 
be  cut  to  3 . 1  percent  of  GNP,  and  enterprise  credits  to  8 . 3  percent 
of  GNP. 

Based  on  current  budget  estimates,  we  can  describe  the  level 
of  taxes  and  expenditures  as  a  percent  of  GNP  under  the  three 
scenarios,  shown  in  Table  5.  We  assume  that  under  all  scenarios, 
the  government  absorbs  31  percent  of  GNP  in  revenues.  Under  the  S 
scenario,  spending  is  7.4  percent  of  GNP  in  excess  of  that,  to-wit, 
38.4  percent  of  GNP.  Under  the  A  scenario,  spending  is  34.1 
percent  of  GNP.  The  difference,  under  our  assumptions,  is  that  the 
foreign  financing  in  the  S  scenario  permits  a  higher  level  of 
social  spending. 

To  construct  the  I  (inflation)  scenario,  we  assume  that  the 
Russian  Government  carries  out  the  same  level  of  social  spending 
and  enterprise  credits  as  in  the  S  scenario,  but  without  the 
foreign  financing.*  These  social  and  enterprise  expenses  must 
therefore  be  covered  by  domestic  credit  expansion,  as  during  1992. 
Under  the  I  scenario,  the  Russian  Government  runs  a  budget  deficit 
of  7.4  percent  of  GNP  (as  in  the  S  scenario),  but  now  6.1  percent 
of  GNP  is  financed  by  money,  and  only  1.3  percent  of  GNP  by  foreign 
credits  (see  Table  5) .  Similarly,  credits  to  enterprises  are  set 
at  10.4  percent  of  GNP  (as  in  the  S  scenario.  Table  4),  but  now  the 
credits  are  almost  entirely  domestic  credits  rather  than  foreign 
credits.  The  total  level  of  money  financing  (budget  plus 
enterprises)  is  therefore  13.8  percent  of  GNP,  which  would  fuel  an 
explosive  inflation  in  1993. 


*In  essence,  we  make  the  realistic  assumption  that  political 
considerations  force  the  government  to  carry  out  a  comparable  level 
of  social  spending  and  enterprise  assistance,  but  to  do  it  without 
international  help. 
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Macroeconomic  outcomes  under  the  alternative  scenarios 

The  iapact  of  the  alternative  financing  scenarios  on  key 
macroeconoBic  variables  is  presented  in  Table  6.  The  scenarios 
differ  in  several  respects,  most  importantly:  the  level  of  imports; 
the  nominal  and  real  value  of  the  ruble;  and  the  inflation  rate. 
(Of  course,  there  are  also  the  microeconomic  differences  in  the 
level  of  social  spending,  enterprise  restructuring,  small  business 
development,  etc.)-  All  variables  are  presented  as  year  averages, 
except  for  inflation,  which  is  the  twelve-month  rate  for  December 
1992  to  December  1993.  The  formal  assumptions  xinderlying  the 
scenarios  are  described  in  Appendix  C. 

The  results  show  the  significant  effects  of  the  foreign 
assistance  package.  The  largest  differences  are  between  scenarios 
S  and  I.  In  Scenario  S,  inflation  is  brought  down  to  97  percent 
for  the  year  1993,  while  in  Scenario  I,  inflation  rages  at  an 
annual  rate  of  830  percent.  Government  spending  and  total  credits 
to  industry  are  the  same  in  the  two  cases;  the  only  difference  is 
the  source  of  funding  —  foreign  credit  in  the  Scenario  S,  domestic 
credit  in  Scenario  I.  Note  that  the  dollar  wage  is  higher  in  S 
compared  with  I  ($77  per  month  compared  with  $60  per  month),  since 
the  purchasing  power  of  the  ruble  in  terms  of  dollars  is 
strengthened  by  the  greater  inflow  of  foreign  assistance.  Imports 
are  larger  by  the  amount  of  the  foreign  foreign,  that  is,  $13 
billion  comparing  the  two  scenarios. 

It  is  also  important  to  compare  S  and  A.  In  both  cases, 
inflation  is  brought  under  control,  but  in  Scenario  A,  this  is 
accoDplished  through  much  greater  belt  tightening.  Not  only  are 
government  spending  (presumably  social  spending)  and  enterprise 
credits  much  less  than  in  the  S  scenario,  but  the  dollar  value  of 
wages  and  per  capita  income  are  also  reduced  sharply.  Note  that  in 
the  S  scenario,  the  nominal  exchange  rate  is  stzUsillzed  at  380  Rbls 
per  dollar,  while  in  the  A  scenario,  the  nominal  exchange  rate  is 
stabilized  at  the  much  weaker  rate  of  500  Rbls  per  dollar.  In  the 
high-inflation  scenario,  the  exchange  rate  begins  at  445  Rbls  per 
dollar,  and  depreciates  to  2,531  Rbls  per  dollar  by  the  final 
quarter  of  the  year. 
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APP?ndiX  At Further  Details  on  the  Assistance  Program 

I.  The  Social  Exoenditure  Program 

The  Russian  government  inherited  an  enormous  fiscal  deficit  in 
1991.  Beginning  in  1992  the  government  cut  spending  sharply,  and 
managed  to  keep  monetary  financing  of  the  deficit  at  low  levels 
throughout  1992.  But  this  has  come  at  the  expense  of  social 
programs.  Ongoing  programs  such  as  pension  f\inds  and  child  care 
benefits  have  been  cut  by  more  than  50%  in  real  terms.  The  average 
pension  is  now  at  an  historical  low  relative  to  the  average  wage, 
and  pensioners'  bank  savings  have  been  inflated  away.  In  addition, 
transformation  requires  new  social  spending  programs.  These 
include  unemployment  benefits  for  the  newly  unemployed  as  well  as 
extensive  retraining  progreuns  for  productive  employment  in  a 
restructured  market  economy. 

Given  the  current  extremely  tight  fiscal  situation,  and  the 
need  for  further  fiscal  tightness  in  order  to  stabilize  the 
economy,  the  government  is  unable  to  meet  these  expenditure  needs. 
Foreign  financial  assistance  can  ease  the  social  burden  of 
adjustment.  A  program  of  $  8  billion  in  financial  assistance 
during  1993  could  provide  temporary  support  for  the  most  needy 
social  groups,  and  also  provide  temporary  relief  to  the  tight 
budget  situation  giving  time  for  other  tax  and  expenditure  policies 
to  be  adjusted  as  needed.  Below  we  outline  how  such  assistance  can 
be  used: 


Pension  Funds  $2.10   billion 
Employment  Fund        3.90 
Health  Care  1.75 

Child  Support         0.25 

Total  Social  Package  8.00  billion 

1.  Cash  assistance  to  increase  pensions:   $2.1  billion 

There  will  be  36.2  million  pensioners  in  Russia  in  1993.  In 
1986  the  average  pension  was  37.2%  of  the  average  wage.  As  fiscal 
problems  increased,  pensions  were  reduced,  and  by  1990  the  average 
pension  fell  to  32.3%  of  the  average  wage.  In  1992  the  average 
pension  has  fallen  to  26.3%  of  the  average  wage.  In  addition,  high 
inflation  has  completely  eroded  the  savings  of  pensioners,  leaving 
pensioners  as  the  worst  affected  social  group  in  the  transformation 
process . 

External  financial  assistance  could  play  a  crucial  role  in 
improving  the  pensioners'  situation.  A  $2.1  billion  assistance 
program  would  raise  pensions  by  approximately  $5  per  month,  and 
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ralsa  averaga  pensions  fron  a  lavel  of  26.3%  of  tha  average  wage, 
to  31.3%  (i.e.  still  only  84%  of  the  1986  ratio)  in  1993. 

2.  Cash  Assistance  to  retrain  juid  provide  assistance  to  the  newly 
unemployed i  $3.9  billion. 

The  goveminent  has  introduced  a  modest  program  to  assist  the 
\inemployed  with  temporary  benefits  and  retraining  programs.  There 
are  substantial  initial  set-up  costs,  but  in  addition  this  is  a  new 
expenditure  in  the  budget.  In  January  1992  only  0.1%  of  the  labor 
force  received  benefits,  and  while  unemployment  is  growing  benefits 
have  been  kept  extremely  low.  The  average  benefit  was  only  12.8% 
of  the  average  wage  in  September  1992.  With  a  coming  explosion  of 
unemployed,  it  is  critical  that  a  sustainable,  functioning  program 
be  introduced. 

The  envisaged  program  allows  for  worlcers  benefits  of  up  to  70% 
of  the  average  wage  for  an  average  of  six  months.  In  addition, 
there  are  expenditures  on  job  retraining  and  initial  costs  of 
implementing  the  system.  The  government  projects  that  nearly  5 
million  people  will  seek  benefits  in  1992. 

These  expenditures  cannot  be  financed  by  the  revenues  of  the 
employment  fund  independently,  and  the  employment  fund  is  projected 
to  run  a  deficit  of  approximately  $3.8  billion  in  1993.  We  assxime 
that  this  deficit  is  financed  from  a  targeted  foreign  assistance 
program. 

3.  Health  Care  and  Medicines:   $1.75  billion 

The  health  care  system  has  fallen  into  crisis,  with  even  the 
most  basic  supplies  and  medicines  in  shortage  and  a  severely 
underpaid  and  demoralized  work  force.  The  government  has  targeted 
this  sector  for  increased  expenditures,  rising  from  2.44%  of  GDP  in 
1992  to  3.53%  of  GDP  in  1993.  A  targeted  progrem  of  financial 
assistance  equal  to  $1.75  billion  would  cover  this  increase  in 
expenditure . 

4.  Child  Benefits:   $250  million  dollars 

Child  benefits,  like  pensions,  have  been  cut  sharply  since 
1985.  Under  the  current  budget  conditions,  the  government  is 
forced  to  further  cut  benefits  in  1993,  and  the  total  benefit 
program  will  fall  from  0.8%  of  GDP  in  1992  to  0.68%  of  GDP  in  1993. 
A  targeted  program  of  financial  assistance  equal  to  $250  million 
would  raise  benefits  to  the  1992  level. 

UL Industrial  Restructuring  Funds 

Russia  needs  a  thoroughgoing  industrial  restructuring,  in 
several  critical  dimensions:  the  internal  organization  of 
enterprises;  the  sectoral  composition  of  production;  and  the 
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recapitalization  of  key  sectors.  Of  course,  much  of  this 
restructuring  will  take  place  on  a  decentralized  basis,  as  the 
result  of  the  activities  of  individual  Russian  and  foreign 
enterprises.  The  Russian  Government  however  has  a  critical 
responsibility  to  provide  assistance  in  several  ways: 

1)  to  facilitate  the  inflow  of  capital  into  critical  sectors, 
such  as  energy,  agroindustry,  and  nilitary  conversion; 

2)  to  finance  infrastructure  projects  that  are  compleaentary 
to  investnents  at  the  enterprise  level  (e.g.,  conaunications, 
transport,  storage,  in  areas  foraerly  closed  to  international 
trade) . 

3)  to  make  available  technical  assistance  to  newly  privatized 
enterprises  to  enable  them  to  function  in  a  market  setting; 

The  pressure  on  the  Russian  Government  and  the  Russian  Central 
Bank  to  provide  credits  to  industry  has  been  the  single  largest 
source  of  inflation  during  1992.  By  placing  the  industrial 
restructuring  in  an  international  context,  in  which  the  West  helps 
to  fund  and  to  oversee  the  restructuring  process,  several  key  goals 
could  be  net.  First,  foreign  credits  would  reduce  the  need  for 
domestic  credit  expansion,  and  thereby  facilitate  stabilization. 
Second,  foreign  conditionality  would  help  to  depoliticize  the 
allocation  of  industrial  credits,  so  that  the  adjustment  process 
would  be  more  forward-looking  and  market  oriented.  Third,  the 
active  involvment  of  outside  creditors  would  facilitate  the 
establishment  of  new  linkages  between  Russian  enterprises  and 
Western  enterprises. 

Several  "investment  pools"  would  be  established,  perhaps 
coordinated  by  the  World  Bank,  with  funds  provided  by:  export 
credit  agencies,  the  World  Bank,  the  EBRD,  and  private  investors. 
The  easiest  model  would  be  World  Bank  sector  adjustment  loans 
(SECAL) ,  together  with  extensive  co- financing  arrangements  with 
other  creditors.  The  SECAL  would  provide  the  vehicle  for 
establishing  the  relevant  market-oriented  conditionalities  for  the 
sectoral  financing.  The  export  credit  agencies  of  the  major 
industrial  countries  would  agree  to  target  certain  overall  sums  for 
investments  during  1993  to  be  included  in  the  overall  pool  of 
resources.  To  start,  three  investment  funds  should  be  established, 
for  military  conversion,  agroindustry,  and  energy. 

The  advantage  of  the  pooling  approach,  in  which  the  major  G-7 
institutions  are  brought  together  with  the  relevant  Russian 
authorities,  has  been  made  clear  by  the  morass  this  year  in 
developing  a  Western  policy  for  financing  Russian  energy 
investments.  The  World  Bank  fought  the  U.S.  Eximbank  for  several 
months  over  the  issue  of  colateralizing  investments  in  the  oil  and 
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gas  sectorm.'  The  Russians,  In  the  meanwhile,  received  no 
financing  for  the  sector,  and  the  World  Bank's  first  $600  million 
rehabilitation  loan  was  delayed  in  part  because  of  the  squabbling. 

In  addition  to  the  investment  f\inds,  there  should  also  be 
established  a  Technical  Assistance  Fund  for  Newly  Privatized 
Enterprises.  The  enterprises  would  be  able  to  apply  for  funding  to 
hire  international  and  Russian  management  advisors  to  help  with 
their  adjustments  to  private  ownership  and  market  relations.  Such 
technical  assistance  has  been  provided  successfully,  though  on  a 
small  scale,  in  several  Eastern  European  countries.'  The  key  here 
would  be  to  make  it  widely  available  to  the  hundreds  of  large 
Russian  enterprises  now  in  the  process  of  corporatization  and 
privatization. 

The  overall  levels  of  funding  for  each  of  the  industrial 
restructuring  programs  would  depend  on  several  factors,  including: 
the  speed  at  which  investment  projects  could  be  analyzed;  the 
urgency  of  recapitalization  in  various  sectors;  the  availability  of 
private  capital  as  an  alternative  to  official  finance;  the 
negotiation  of  SECALs;  and  so  on.  Based  on  discussions  this  year 
in  the  key  sectors,  plausible  targets  for  financing  in  1993  would 
be: 

energy  $3.5  billion 

military  conversion  $2.0 

agroindustry  $1.5 

technical  assistance  $1  billion 

total  $8  billion 


III- Small-Business  Loan  Program 

The  U.S.  has  effectively  promoted  private  sector  development 
in  Poland  and  elsewhere  in  Eastern  Europe  through  the  esteUslishment 
of  "Enterprise  Funds,"  capitalized  by  a  budgetary  outlays,  with  the 
purpose  of  lending  money  to  private-sector  Investments.  The 
European  Bank  for  Reconstruction  and  Development  would  be  the 
natural  sponsor  of  such  a  project  for  Russia.  A  Russian  Small- 
Business  Fund  would  be  esteiblished  with  regional  offices  throughout 
the  country,  perhaps  as  an  offshoot  to  the  local  branches  of  the 


^The  issue  was  whether  colaterizing  oil-sector  investments 
with  future  oil  exports  would  violate  negative  pledge  clauses  on 
Russia's  debts. 

'in  Poland,  the  Government  sponsored  a  Task  Force  on  Company 
Assistance,  which  provided  restructuring  advice  to  corporatized  and 
privatized  state  enterprises. 
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state  Property  Agency,  or  the  local  branches  of  the  main  state 
banks.  The  SBF  would  make  small-scale  loans  to  individuals  seeking 
to  start  individual  businesses.  It  could  also  sponsor  local 
courses  in  snail-business  management,  and  develop  new  educational 
materials  in  the  area. 

Such  a  program  would  be  a  highly  visible,  politically 
effective  vehicle  for  demonstrating  the  feasibility  of  starting  new 
businesses  and  receiving  financial  backing,  as  has  been  the  case  in 
Eastern  Europe. 

IZt Ruble  Stabilization  Support 

All  aspects  of  the  assistance  program  provide  indirect  support 
to  the  value  of  the  mble.  There  is  a  need,  however,  for  several 
actions  in  direct  support  of  the  balance  of  payments  in  addition  to 
the  programmatic  support  already  described.  Three  kinds  of  support 
are  most  urgent:  debt  rescheduling;  an  IMF  standby  loan;  and  a 
ruble  stabilization  fund. 

All  scenarios  reported  in  the  text  assume  a  deep  debt 
rescheduling,  in  which  Russia  services  $2.5  billion  during  1993. 
This  has  been  the  Russian  offer  to  the  Paris  Club  in  the  past 
months.  So  far,  the  Paris  Club  and  London  Club  creditors  have 
requested  a  greater  amount  of  debt  servicing,  on  the  order  of  $6 
billion  during  1993.  Note  that  debt  servicing  is  a  direct 
budgetary  outlay.  Increased  debt  servicing  above  the  $2.5  billion 
baseline  would  therefore  requires  additional  financing  or  further 
austerity  measures  in  the  budget.  The  $6  billion  debt  servicing 
requested  by  the  Paris  Club  would  exceed,  for  example,  the  entire 
budget  outlays  for  health  care  in  the  1993  Russian  budget. 

We  also  assume  two  kinds  of  IMF  support:  a  one-year  standby 
loan,  of  about  100  percent  of  quota  (approximately  $4  billion),  and 
a  $6  billion  stabilization  fund.  According  to  the  current  IMF 
"timetable,"  the  stabilization  fund  would  be  brought  into  place 
only  after  several  months  of  stabilization.  We  should  stress  that 
such  an  approach  misses  the  essential  aspect  of  a  stzdsilization 
fund:  that  its  mere  existence,  even  if  not  actually  drawn  upon,  can 
give  confidence  in  the  currency  and  thereby  support  the 
stabilization  process  itself.  The  existence  of  the  fund  also  helps 
to  establish  within  the  government  a  consensus  in  favor  of  exchange 
rate  stabilization  as  a  central  feature  of  the  reform  program.  For 
these  reasons,  it  will  be  extremely  useful.  If  not  essential,  to 
set  up  the  fund  early  in  1993. 
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Aonandtx  B. Financing  Soureag  for  tha  Asaiatance  Prograw 

The  financial  aaslstance  program  should  ba  a  aultllateral 
effort,  Inyolvlng  the  leading  Industrial  nations  and  the 
International  financial  Institutions.  Table  B.l  Illustrates  a 
possible  allocation  of  assistance  among  the  varioiis  creditors. 
Note  that  the  only  direct  budgetary  outlay  is  the  $8  billion  Social 
Fund,  shared  among  the  industrial  countries.  A  plausible  division 
of  responsibility  would  be:  U.S.,  $2  billion;  Japan,  $2  billion; 
EC,  $3  billion;  Other,  $1  billion  (Including  Korea,  Middle  East) . 
The  industrial  restructuring  funds  would  be  shared  among  the  export 
credit  agencies  (EGAs) ,  the  World  Bank,  and  the  EBRD.  The  small 
business  fund  (SBF)  would  be  financed  by  the  EBRD,  pertiaps  with  co- 
financing  from  private  sources.  The  stabilization  fund  would  come 
out  of  the  General  Agreement  to  Borrow  (GAB)  funds  at  the  IMF. 


TaJole  B.l   Source  of  Finance  for  Assistance  Program 

Governments       International  Inatitutiona    ZqjlaI 
fiUdafi£ E£^      USE World  Bank   gBRn 


Social  Fund      $8 

Investment  Fund 

SBF 

IMF  standby 

Stab  fiind 


$4 


$3 


$8 

$1 

$8 

$1 

Si 

$4 
S6 


Total 


$8 


$4 


$10 


$3 


$2 


$27 
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Appendix  C. Technical  Details  of  the  Analytical  Framework 

This  note  describes  in  more  detail  the  analytical  framework 
used  in  thm  analysis  of  the  economic  consequences  of  foreign 
assistance  discussed  above. 

£j_2 — The  real  economy  and  the  balance  of  payments 

We  begin  by  taking  an  eatinate  of  dollar  GDP  per  capita  in 
Scenario  A  of  $1,000  ($150  billion  GDP) .  With  wage  income  equal  to 
one-third  of  GHP,  and  with  a  leibor  force  of  70  million,  this 
implies  a  monthly  wage  of  about  $60  dollars.  Note  that  the  current 
monthly  wage  is  significantly  below  this  amount  (closer  to  $30  per 
month) .  We  are  therefore  presuming  a  significant  real  appreciation 
of  the  ruble  under  the  base  case  scenario. 

We  assume  this  dollar  GDP  is  consistent  with  the  current 
balance  of  payments  program  envisaged  by  the  IMF,  and  built  into 
Scenarios  A  and  I.  If  more  financial  assistance  is  received,  the 
real  exchange  rate  will  appreciate  and  dollar  GDP  will  rise.  In 
order  to  assess  the  quantitative  impact  of  aid,  we  assume  that 
individuals  and  enterprises  spend  a  constant  fraction  of  their 
rouble  expenditures  on  imports,  that  is,  a  unitary  elasticity  of 
demand  for  imports  with  respect  to  the  real  exchange  rate.  This 
determines  the  rouble  demand  for  imports.  The  volume  of  imports 
(in  dollar  terms)  is  set  by  available  proceeds:  exports  (taken  as 
given  for  1993)  plus  financial  assistance  plus  net  services  less 
all  other  capital  account  items  and  reserve  accumulation.  Since 
financial  assistance  raise  the  supply  of  imports,  it  leads  to  an 
appreciation  of  the  exchange  rate. 

Under  these  assumptions,  a  10  percent  increase  in  imports, 
ceteris  paribus,  leads  to  a  10  percent  Increase  in  the  real 
exchange  rate.  Therefore,  under  scenario  S  where  imports  are  30 
percent  larger  than  in  Scenarios  A  and  I,  the  real  exchange  rate  is 
also  30  percent  more  appreciated.  Likewise,  dollar  GDP  and  the 
dollar  wage  are  approximately  30  percent  higher. 

g.II Financial  assistance  and  the  fiscal  balance 

The  government's  1993  budget  calls  for  expenditures  of  38.1% 
of  GDP,  and  revenues  of  31%  of  GDP.  The  IMF  has  reviewed  the 
budget  and  made  several  adjustments,  suggesting  that  the  true 
budget  deficit  will  be  12-14%  of  GDP  under  the  current  program.  We 
assume  the  government  takes  additional  measures  to  close  the  budget 
gap.  We  assume  baseline  expenditures  are  reduced  to  36.7%  of  GDP, 
and  revenues  will  equal  30.8%  of  GDP. 

In  order  to  stabilize  the  economy,  allowing  for  credits  to 
enterprises  and  a  time  path  of  inflation  described  in  the  section 
below,  we  calculate  that  monetary  financing  of  the  fiscal  deficit 
should  be  no  greater  than  2.5%  of  GDP.  This  implies  that 
additional  budget  tightening  is  necessary  if  foreign  financing 
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cannot  cov«r  the  remaining  portion  of  the  deficit  in  the  three 
scenarios  described  above. 

Foreign  financing  of  the  budget  comes  in  different  forms.  In 
order  to  raise  revenues  to  the  budget,  the  most  effective  form  is 
cash  grants  to  the  government.  The  government  is  assvuned  to  sell 
the  grants  into  the  foreign  exchange  market  and  use  the  roiible 
proceeds  to  finance  the  deficit.  Commodities  credits,  by  contrast, 
are  sold  to  importing  enterprises.  Some  of  the  imported 
commodities  are  sold  at  subsidized  (sub-world-market)  prices,  so 
that  the  budget  receives  an  amovmt  of  rubles  less  than  the  value  of 
the  commodity  credits  multiplied  by  the  ruble  exchange  rate.  We 
assume  that  50  percent  of  the  market  value  of  commodities  credits 
are  raised  as  counterpart  funds  for  the  budget. 

ZjJH Monev  and  inflation 

Inflation  is  determined  in  a  standard  monetary  framework.  The 
price  level  each  period  is  equal  to  the  supply  of  money  multiplied 
by  velocity,  divided  by  real  GDP.  The  velocity  of  money  is  assxuned 
to  be  a  rising  function  of  the  rate  of  inflation.  The  supply  of  Ml 
money  is  a  fixed  multiple  of  the  monetary  base.  The  Russian 
central  bank  estimates  the  money  multiplier  at  1.8.  The  change  in 
the  monetary  base  is  equal  to  the  change  in  domestic  credits  plus 
the  change  in  net  international  reserves  of  the  Russian  Central 
Bank.  Domestic  credit  is  the  sum  of  credits  to  enterprises,  the 
budget,  and  to  other  CIS  states. 

In  the  S  and  A  scenarios,  the  quarterly  inflation  targets  for 
1993  are:  33%,  20%,  10%  and  8%.  We  calculate  that  these  inflation 
targets  are  consistent  with  an  increase  of  base  money  equal  to 
approximately  7.5%  of  GDP  in  1993.  Allowing  5%  of  GNP  of  base 
money  as  new  credits  to  enterprises  and  the  CIS,  the  monetary 
financing  of  the  fiscal  deficit  can  be  no  more  than  2.5%  of  GDP  in 
1993. 

For  the  S  scenario,  we  calculate  the  nominal  exchange  rate 
that  yields  an  average  dollar  wage  for  1993  equal  to  $77  per  month. 
This  turns  out  to  be  a  constant  exchange  rate  of  380  rubles  per 
dollar.  Since  the  nominal  exchange  rate  is  constant,  while  the 
domestic  prices  continue  to  rise,  we  assume  a  path  of  real 
appreciation  throughout  the  year  (as  occurred  in  the  Polish 
steibilization  program)  .  For  the  A  scenario,  the  stable  exchange 
rate  consistent  with  the  lower  amount  of  international  financing  is 
500  rubles  per  dollar.  For  the  high-inflation  (I)  scenario,  we 
assume  that  the  exchange  rate  depreciates  at  the  rate  of  price 
inflation,  keeping  a  constant  real  exchange  rate  throughout  the 
year.  This  leads  to  an  exchange  rate  of  445  rubles  per  dollar  in 
the  first  quarter  of  1993,  depreciating  to  2,530  rubles  per  dollar 
in  the  fourth  quarter  of  1993. 
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Tabl*  1.   •ftlancs  of  Paya«nts  of  Russia,  1990-1992 

1990       1991       1992^ 
Exports  80.9       51.6      34.5 

Oil 

Natural  gas 
Isports 
Trads  ba lanes 

Sourcs:  IMF,  11/21/92 

'Projsction  for  1992 


27.1 

11.8 

9.9 

9.« 

10.3 

7.4 

82.9 

45.1 

37.1 

-2.9 

8.5 

-2.6 

Tabls  2.   Financial  Assistancs  undsr  Alternative  Scenarios 


Scenarios 

Level  of  Aseistance 
($  billions) 

S 

A 

I 

Social  funds 

8 

0 

Investment  funds 

8 

4 

CoBBodity  credits 

4 

4 

IMF  standby 

4 

0 

Ssa 11 -business  fund 

1 

0 

Total  financing  25  10 
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Table  3.      Budget  and  Enterprise  Financing 
(as  percent  of  GNP) 


Scenario 


Type  of  Assistance 


Budget  outlays 

social  funds 
coBBodity  credits 


5.2 

4.2 

1.0 


1.3 

0.0 
1.3 


1.3 

0.0 
1.3 


Enterprise  credits  4.7 

investaent  funds        4.2 
saa 11 -business  funds    0.5 


2.1 

2.1 
0.0 


2.1 

2.1 
0.0 


Reserve  accuaulation 


2.1 


2.1 


0.0 


Note:  Based  on  Table  1,  assuming  $GNP  of  $191  billion  in  the  S 
scenario,  and  $149  billion  in  the  A  and  I  scenarios. 


Table  4.   Pemissible  Credit  Limits  with  Stabilization 

(percent  of  GNP) 


Scenario 


S. 


Budget  deficit 


7.3 


3.0 


Monetary  financing 
Foreign  financing 


2.1 
5.2 


1.7 
1.3 


Enterprise  credits 


10.3 


7.7 


Monetary  financing 
Foreign  financing 


5.6 
4.7 


5.6 
2.1 


Reserve  accumulation 


0.5 


0.5 
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Tabl*  5 

PlBcal  B«f  ielt  and  Financing  Soure—  undar  AH^at-natlva  Scanartoa 

(in  pwrcant  of  GDP) 

aeanairiot 

A  A  X 

Rav«nuss  31.0         31.0         31.0 

B39«iditur«fl  38.4  34. r  38.4 

Deficit  7.4  3.1  7.4 


jiancing  Sourcas: 

Monetary  Financing 

2.1 

1.7 

8.1 

S-2 

1^3 

1.3 

xabla  6.     llacro«conoBiic  Variables  undar  Alternative  Scenarios 

Scenario; 

SAX 


Annual  Inflation  (%) 

97 

91 

830 

Monthly  wage  ($US) 

77 

60 

60 

GDP  per  capita  ($ns) 

1,275 

995 

995 

Inports  ($US  billion) 

55 

42 

42 

Exchange  rate 
(Rbls  per  $) 

93:1 
93:rv 

380 
380 

500 
500 

445 

2351 
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Unexpected  events  in  recent  years  have  brought  us  to  a 
fateful  moment  in  the  history  of  American-Russian  rela- 
tions— one  full  of  great  hope  but  also  many  illusions 
and  great  peril.  The  hope  comes  from  the  rethinking  and 
reform  now  under  way  in  both  countries,  which  holds  out 
the  possibility  of  a  fundamentally  new,  demilitarized 
and  truly  cooperative  relationship  between  these  long- 
time superpower  rivals.  The  danger  lurks  in  a  potential 
collision  between  post -Communist  Russia's  complex  reali- 
ties and  post-cold  war  America's  simplistic  expectations 
about  its  former  adversary — a  collision  that  might  lead 
if  not  to  a  new  Cold  War  then  to  a  very  cold  peace. 

Whatever  direction  the  relationship  takes,  Russia,  and 
secondarily  several  other  former  Soviet  repiiblics,  will 
be  the  United  States'  largest  foreign  policy  concern  for 
many  years  to  come.  The  crux  of  the  matter  is  clear.  On 
the  one  hand,  Russia's  future  development — because  of 
the  country's  history,  size,  location,  economic  poten- 
tial, weapons  and  unprecedented  capacity  for  nuclear 
mishap--will  profoundly  affect  prospects  for  peace,  sta- 
bility and  prosperity  in  large  parts  of  Europe  and  Asia, 
and  for  international  security  in  general.  On  the  other 
hand,  Russia's  ongoing  collapse — its  political,  econom- 
ic, social,  and  even  psychological  crisis — is  far  from 
over.  No  situation  in  the  world  today  is  potentially  so 
perilous  and  ramifying. 

And  yet,  the  United  States  lacks  well-conceived  and 
workable  policies  toward  Russia,  and  has  had  none  since 
the  breakup  of  the  Soviet  Union  in  1991.  Organizational 
energy  and  even  financial  commitment  in  Washington  can- 
not themselves  produce  such  policies.  The  underlying 
American  problem  is  conceptual  and  ideological.  Unless 
we  change  the  mythical  and  missionary  ways  we  think 
about  post-Communist  Russia,  the  problems  and  dangers  we 
face  will  only  grow  worse. 


I.   U.S.  POLICY  SINCE  1991:  FALIACIES  AND  FAILURES 

The  collapse  of  the  Communist  Party  and  breakup  of  the 
Soviet  Union  in  1991  generated  both  alarm  and  euphoria 
in  U.S.  policy  circles — alarm  over  the  disposition  of 
Soviet  "loose  nukes,"  euphoria  over  the  pro-American 
possibilities  thought  to  be  inherent  in  post-Communist 
Russsia.  The  alarm  was  well  founded,  but  the  euphoria 
derived  from  several  largely  false  assumptions. 
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False  Assumptions 

1.  That  the  events  of  1991  constituted  a  "new  Russian 
Revolution"  which  had  swept  away  the  Soviet  system 
and  with  it  most  of  the  obstacles  to  fundamental 
reform. 

2.  That  fundamental  reform  in  Russia  now  meant  the  cre- 
ation of  Western-style  "democracy  and  free-market 
capitalism" — possibly  even  a  replica  of  the  American 
system. 

3.  That  while  problems  persisted,  Russia  could  quick- 
ly— as  in  the  catchphrase,  "get  through  the  win- 
ter"— exit  its  Communist  past  onto  a  democratic-cap- 
italist road  if  there  was  uncompromising  political 
leadership  (President  Boris  Yeltsin  and  his  team 
headed  by  acting  Prime  Minister  Yegor  Gaidar)  ,    radi- 
cal economic  policies  ("shock  therapy")  and  suffi- 
cient Western  support. 

4 .  That  America  should  therefore  intervene  energetical- 
ly by  undertaking  a  missionary  crusade  (a  "new  Mar- 
shall Plan  of  large-scale  aid  and  advice")  to  shape 
and  hasten  this  Russian  transformation  and  to  defend 
the  Yeltsin-Gaidar  leadership  against  its  "reaction- 
ary, conservative,  hardline  Communist"  opponents. 

5.  That  such  policies,  in  Washington  and  Moscow,  would 
form  the  basis  for  a  new  U.S. -Russian  relationship, 
turning  post-Communist  Russia  into  a  likeminded 
"friend  and  partner"  of  the  United  States  in  inter- 
national and  security  affairs,  thereby  also  solving 
the  problem  of  "loose  nukes"  in  the  former  Soviet 
Union . 

6.  That  large  and  stable  constituencies  for  these  poli- 
cies existed  both  in  Russia  and  the  United  States. 


Failed  Policies 

Accordingly,  the  Bush  Administration  pursued  a  twofold 
policy  toward  Russia,  which  essentially  remains  U.S. 
policy  today.  The  Administration  negotiated,  and  offered 
to  subsidize,  a  substantial  abolition  of  Soviet-built 
strategic  nuclear  weapons,  including  those  in  Ukraine, 
Belarus  and  Kazakhstan.  And  it  urged  a  fast  Russian 
transition  to  democracy  and  capitalism,  for  which  it 
promised  to  mobilize  large  financial  support.  U.S.  poll- 
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cy  did  make  some  progress  toward  the  "new  era  of  friend- 
ship and  partnership, "  as  proclaimed  by  Presidents 
George  Bush  and  Yeltsin  at  their  suiomit  meeting  in  June 
1992,  but  most  of  it  was,  and  remains,  rhetorical  and  in 
the  realm  of  professed  intentions.  The  failures  to  date 
are  more  important . 

1.  The  much  ballyhooed  START  II  agreements,  signed  by 
Presidents  Bush  and  Yeltsin  in  January  1993,  have 
not  actually  reduced  the  nuclear  threat  emanating 
from  the  former  Soviet  Union;  indeed,  that  threat, 
fully  understood,  remains  considerably  greater  than 
it  was  under  the  Soviet  regime.  For  the  large  reduc- 
tion of  strategic  weapons  promised  to  be  implemented 
over  the  ten-year  period  envisaged  by  START  II, 
three  very  large  conditions  are  still  required:  the 
increasingly  recalcitrant  Ukraine  must  ratify  previ- 
ous arms  agreements  and  dismantle  or  transfer  all  of 
its  176  nuclear  weapons  and  1500  nuclear  warheads  to 
Russia;  the  rambunctious,  largely  anti-Yeltsin  Rus- 
sian Parliament  must  ratify  the  treaty;  and  politi- 
cal stability,  including  a  pro-START  government, 
must  prevail  in  Russia  (and  possibly  in  Ukraine)  for 
at  least  a  decade.  There  is  a  very  good  chance  that 
some  or  all  of  those  conditions  will  not  be  met.  In 
addition,  no  U.S. -Russian  agreements  yet  cope  with 
the  other  equally  or  more  serious  nuclear  threats  on 
former  Soviet  territory  posed  by  tactical  weapons, 
ill  designed  and  badly  maintained  reactors,  and  pro- 
liferation of  strategic  technology. 

2.  As  for  Russia's  "transition  to  democracy  and  capi- 
talism, "  democratization  has  progressed  very  little, 
if  at  all,  since  1991;  many  Russian  democrats  argue 
that  there  has  even  been  some  regression  back  toward 
authoritarianism,  and  in  March  1993  President 
Yeltsin  threatened  to  reintroduce  a  good  deal  more. 
In  economic  life,  marketization  has  moved  forward, 
fitfully  and  painfully,  but  hardly  toward  the  "free- 
market  capitalism"  envisaged  by  U.S.  policy-makers. 
The  Russian  state's  role  in  the  economy  remains 
overwhelming,  though  more  indirect  and  haphazard  in 
some  respects  than  it  was  before,  and  the  leap-to- 
capitalism  "shock  therapy"  inflicted  on  society  by 
the  Yeltsin-Gaidar  leadership,  at  the  urging  of  the 
U.S.  government,  American  academic  advisers,  and  the 
I.M.F.,  has  done  little  other  than  greatly  deepen 
the  country's  economic  crisis,  devastate  the  middle 
classes,  and  impoverish  most  Russian  families  by  a 
rampant  inflation  caused  as  much  by  the 
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liberalization  of  consumer  prices  in  a  monopolistic 
setting  as  by  anything  else. 

In  foreign  policy,  meanwhile,  the  Yeltsin  government 
has  paid  periodic  lip  service  to  its  American 
"friend  and  partner/"  but  naturally  pursued  Russia's 
own  national  interests  in  various  "un-American" 
ways — in  its  dealings  with  China,  Japan,  India, 
Iran,  Serbia  and  several  of  the  former  Soviet  repub- 
lics; and  even  in  its  strategic  weapons  policy.  (De- 
spite Yeltsin's  promise  more  than  a  year  ago,  Rus- 
sia's intercontinental  missiles  are  still  targeted 
at  the  United  States,  as  revealed  by  Marshal  Yevgeny 
Shaposhnikov  in  September  1992,)^ 

Still  worse,  the  missionary  and  intrusive  nature  of 
U.S.  policy  since  1991  has  contributed  significantly 
to  a  growing  Russian  political  backlash  against  ex- 
cessive American  interference  in  the  country's  in- 
ternal and  foreign  affairs.  The  problem  is  not 
primarily  the  congenital  xenophobia  of  extreme  na- 
tionalist movements  that  see  the  Yeltsin  government 
as  a  U.S .-sponsored  "occupation  regime,"^  but  a  more 
general  backlash  against  "Yankee-ization"  that  has 
spread  across  the  Russian  political  spectrum  to  many 
democrats  as  well.  Thus,  Russian  economists  admired 
in  the  West  for  their  liberal  and  pro-market  views, 
such  as  Nikolai  Petrakov,  have  objected  to  U.S.  eco- 
nomic advisers  in  Yeltsin's  government  because  the 
radical  monetarist,  shock-therapy  policies  they 
insist  on  are  "fundamentally  unacceptable  for  Rus- 
sia." And  the  Russian  ambassador  to  Washington, 
Vladimir  Lukin,  a  man  well  known  for  his  pro-West- 
ern, democratic  views,  has  protested  an  "infantile 
pro-Americanism"  in  his  country's  foreign  policy.'' 

The  backlash  danger  inherent  in  missionary  American 
behavior  toward  Russia,  which  undermines  our  own 
goals  and  strengthens  Russian  opponents  of  a  Western 
orientation,  is  one  of  the  main  lessons  to  be 
learned  from  U.S.  policy  since  1991.  It  is  important 
to  note  a  few  examples  of  behavior  that  incites 
anti-American  resentment.  Not  all  of  these  examples 
directly  involve  U.S.  officials,  but  some  of  them 
do,  and  the  others  are  encouraged  by  U.S.  policy  and 
rhetoric . 

—  To  begin  with  a  common  but  corrosive  sin,  Russian 
officials  frequently  complain  that  U.S.  represent- 
atives speak  to  them  as  though  they  were  "prodigal 
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children  on  their  knees" — triumphally,  condescend- 
ingly/ ail-knowingly — while  issuing  dogmatic  ad- 
vice uninformed  about  actual  Russian  circum- 
stances. America  may  believe  it  won  the  cold  war, 
and  Russia  may  now  be  governed  by  repentant  ex- 
CommunistS/  but  those  leaders  are  also  the  pride- 
ful  inheritors  of  a  great  historical  civilization 
and  a  twentieth-century  great  power.  Neither  they 
nor  their  successors  can  or  will  lead  Russia  as 
America's  "prodigal  children,"  and  still  less  as 
its  servitors  or  supplicants.  We  may  reply  that 
such  U.S.  representatives  are  exceptions,  "ugly 
Americans, "  but  their  tone  is  set  in  Washington, 
where  Administration  officials  speak  of  "building 
the  new  Russia, "  and  a  former  national  security 
adviser,  Zbigniew  Brzezinski,  proclaims:  "The  eco- 
nomic and  even  the  political  destiny  of  what  was 
not  long  ago  a  threatening  superpower  is  now  in- 
creasingly passing  into  de  facto  Western  receiver- 
ship."* Basing  policy  on  the  preposterous  conceit 
that  Russia's  destiny  now  is  in  America's  hands,  a 
notion  widespread  but  not  usually  so  candidly 
stated,  is  one  sure  way  to  bring  about  a  new  kind 
of  threatening  Russia. 

Another  example  of  counterproductive  U.S.  policy 
has  exacerbated  the  first  one.  Russian  politicians 
and  editorialists  tolerated  U.S.  missionary  rheto- 
ric in  the  beginning  because  it  included  the  Bush 
Administration's  promises  of  very  large  American 
aid  and  private  investment.   Neither  has  arrived, 
and  neither  is  clearly  in  sight,  despite  President 
Clinton's  own  promises.*  The  result  is  another 
kind  of  political  backlash:  a  growing  conviction, 
even  among  pro-American  Russians,  that  the  United 
States  will  not  put  its  money  where  its  mouth  has 
been  ever  since  the  Gorbachev  years;  and  worse, 
that  the  United  States  is  interested  only  in  ex- 
ploiting Russia's  natural  resources,  not  in  help- 
ing to  build  its  industrial  and  manufacturing  ca- 
pacity. In  this  respect,  U.S.  policy,  or  failure 
to  live  up  to  policy  promises,  has  inflamed  one  of 
the  worst  fears  across  the  Russian  political  spec- 
trum--that  post-Communist  Russia  will  be  viewed 
and  treated  by  the  West  as  a  Third  World  country. 

Even  more  objectionable  has  been  the  myriad  of  un- 
wise U.S.  intrusions  into  the  cauldron  of  Russian 
politics.  At  the  highest  level,  the  U.S.  govern- 
ment has  focused  almost  all  of  its  policies,  rela- 
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tions  and  good-will  exclusively  on  President  Yel- 
tsin and  his  personal  team,  while  virtually  ostra- 
cizing other  governmental  institutions  and  lead- 
ers, particularly  the  Russian  Parliament  and  its 
Speaker,  Ruslan  Khasbulatov.  In  March  1993,  the 
Clinton  Administration  considerably  escalated  this 
kind  of  interventionism — by  contriving  the  April 
Vancouver  s\ammit  as  an  attempt  to  "help  Yeltsin" 
in  his  ongoing  conflict  with  the  Parliament,  by 
supporting  the  Russian  President's  threats  to 
disband  the  legislature,  by  endorsing  Yeltsin's 
failed  effort  to  seize  dictatorial  or  "special 
powers"  from  virtually  all  of  Russia's  other 
fragile  democratic  institutions,  and  even  by 
suggesting  that  Clinton  might  go  instead  to  Moscow 
for  a  solidarity  summit  with  Yeltsin.  The  result 
was  to  put  the  U.S.  government  in  bad 
institutional  company.  Opposed  to  Yeltsin's 
declaration  of  "special  powers"  was  not  only 
Russia's  Parliament  but  also  its  Constitutional 
Court,  Attorney  General,  Justice  Minister  and  Vice 
President,  most  of  its  elected  local  legislatures 
and  large  segments  of  its  democratic  press. 
Supporting  or  leaning  toward  Yeltsin's  declaration 
were  the  heads  of  the  Russian  military,  the  former 
KGB,  and  the  militia — and  the  Clinton 
Administration. 

Still  worse.  President  Clinton,  and  President 
Yeltsin,  were  egged  on  in  this  direction  by  many 
U.S.  Congressional  leaders  and  a  plethora  of 
American  editorial  writers  and  influential 
columnists.  Aware  that  they  were  endorsing  anti- 
democratic measures  by  Yeltsin,  they  argued  almost 
unanimously  that  his  professed  democratic  goals 
justified  the  means.  Surely  twentieth-century 
history,  and  especially  Russia's  history,  teaches 
the  perilous  folly  of  that  premise.  Even  if  such  a 
gambit  by  Yeltsin  were  to  succeed,  it  would  risk 
destroying  what  little  rule-of-law  government  Russia 
now  has  and  putting  the  country's  political  fate  in 
the  hands  of  the  military  and  other  security  forces. 
Arguments  that  those  forces  are  too  divided  to  act 
forcefully  misses  the  point:  a  divided  military  cast 
into  such  a  situation  is  a  recipe  for  civil  war.  In 
short,  what  Russia  needs  is  domestic  consensus  not 
more  conflict,  and  thus  U.S.  policies  that  encourage 
the  former  rather  than  play  a  partisan  role  in  the 
latter . 
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U.S.  officials  may  share  Yeltsin's  opinion  that  the 
Russian  Parliament's  majority  is  insufficiently  re- 
formist, but  they  lack  the  right  and  wisdom  to  act 
on  such  judgments.  Let  us  remember,  for  example, 
that  this  "reactionary"  Russian  Parliament,  as  it  is 
dubbed  in  U.S.  government  and  media  accounts  alike, 
was  the  same  one  that  was  so  greatly  admired  not 
long  ago  for  its  brave  resistance,  in  its  tank- 
encircled  Moscow  "White  House, "  to  the  August  1991 
coup.  Moreover,  there  can  be  no  democracy  in  Russia, 
whose  history  is  full  of  overweening  executive  power 
and  abolished  legislatures,  without  a  parliament. 
(The  last  popularly  elected  Russian  legislature  was 
forcibly  disbanded  by  the  Bolsheviks  in  January 
1918.)  Nor  can  there  be  any  ratified  arms  treaties 
without  one.  Indeed,  perceived  U.S.  contempt  for  the 
Russian  Parliament  and  its  leadership  has  already 
bred  there  much  more  anti-American  sentiment  than 
would  otherwise  have  been  the  case,  and  thus  created 
greater  obstacles  to  the  ratification  of  START  II. 
Nor  has  the  United  States  shown  much  respect  for 
Vice  President  Aleksandr  Rutskoi,  who,  at  45,  and 
with  substantial  popular  standing  and  elite  backing, 
is  likely  to  play  a  major  role  in  Russia's  future. 

—U.S.  policy  and  behavior  have  been  even  more  in- 
trusive at  lower  political  levels.  American  econo- 
mists, backed  by  financial  institutions,  sit  in 
the  Kremlin  and  elsewhere  as  official  advisers  to 
the  Russian  government.  Various  American  political 
organizations,  some  with  federal  funding,  reward 
favored  political  movements  and  parliamentary  fac- 
tions in  the  name  of  "building  democracy."  The 
A.F ,L. -C. I .0.  is  deeply  involved  in  Russian  trade 
union  politics.  Some  Russian  legislation  and 
school  curricula  are  being  drafted  by  American 
hands.  Proposals  are  even  afloat  to  put  a  resident 
corps  of  U.S.  and  other  Western  "experts"  in  Rus- 
sia's governing  bureaucracies,  to  assign  NATO 
advisers  the  job  of  reshaping  Russia's  armed 
forces,  and  to  make  U.S.  dollars  a  second  Russian 
currency.*  Segments  of  Russia's  highly  Westernized 
elite  and  foreign-currency  community  have  invited 
and  embraced  this  kind  of  American  involvement, 
but  that  does  not  make  it  politically  wise.  Any 
Americans  who  cannot  understand  the  resentment 
generated  by  such  blatant  intrusions  into  Russia's 
internal  affairs  need  only  imagine  their  own  reac- 
tion if  Russians  were  playing  such  roles  in  our 
government  and  politic  life. 
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—  Not  surprisingly,  the  ant i -American  backlash  is 
also  gathering  force  below,  in  Russian  society, 
despite  the  large  reservoir  of  pro-American  senti- 
ment. How,  under  the  circumstances  since  1991, 
could  it  be  otherwise?  The  Yeltsin-Gaidar  "free- 
market  shock  therapy"  has  inflicted  enormous  so- 
cial pain.  Millions  of  Russian  families,  possibly 
the  majority,  have  lost  their  life  savings  (part 
of  the  "ruble  overhang"  so  detested  by  Western 
economic  advisers) ,  fallen  near  or  below  the  pov- 
erty line  and  felt  betrayed  by  the  promises  of 
democratic  market  reform.  To  many  of  those  citi- 
zens— how  many  is  unknown,  but  certainly  too 
many — their  growing  misery,  their  inability  to 
care  properly  for  young  and  old  family  menbers, 
their  helplessness  in  the  face  of  rampant 
"corruptalism, "  seem  to  be  "made  in  the  U.S.A.," 
designed  and  even  imposed  by  the  United  States.  It 
is  not  true.  But  given  U.S.  rhetoric  and  effusive 
support  for  the  Yeltsin-Gaidar  measures,  given  the 
hordes  of  American  "advisers"  (political,  econom- 
ic, managerial,  military,  etc.)  swarming  over  Rus- 
sia, given  the  absence  of  effective  U.S.  relief 
but  abundance  of  American  trash  movies  dumped  on 
the  Russian  market — why  would  they  think 
otherwise?  Or  when  another  former  White  House 
official,  Richard  Pipes,  insists  that  for  the  sake 
of  "any  genuine  progress"  Russia  must  "keep  on 
disintegrating,"  and  that  the  "collapse  of  the 
central  economy  is,  therefore,  to  be 
welcomed.  .  .  "?'* 

Finally,  the  Bush  Administration's  failure  to  find 
stable  constituencies  for  its  policies  in  Russia  was 
accompanied  by  its  failure  to  develop  them  at  home. 
The  issue  of  policy  toward  Russia  was  virtually  ab- 
sent during  the  last  presidential  campaign;  none  of 
the  candidates  seemed  willing  or  able  to  explain  to 
skeptical  voters  the  importance  of  large-scale  aid. 
President  Clinton  has  begun  to  try,  but  an  American- 
style  backlash  among  media  pundits,  who  do  so  much 
to  shape  policy,  is  also  telling.  As  Russian  reali- 
ties begin  to  collide  with  American  missionary  ex- 
pectations, some  influential  commentators,  among 
them  Evans  and  Novak,  are  already  disillusioned  by 
the  U.S.'s  new  "friend  and  partner,"  warning  of  "a 
return  to  the  Cold  War,  but  without  nuclear 
weapons."^   (Why  "without  nuclear  weapons"?) 
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Clearly,  the  United  States  urgently  needs  a  serious, 
clear-headed  reexamination  of  its  post-Cold  War 
thinking  and  policies  toward  post-Conununist  Russia. 
Even  that  will  not  be  easy  amidst  the  impassioned 
polemics  of  America's  new  missionaries  and  cheer- 
leaders for  shock  therapy,  some  of  whom  are  already 
asking  darkly,  "Who  lost  Russia?"®  Russia  is  not 
ours  to  win  or  lose,  but  much  is  at  stake.  New 
thinking  and  new  policies  won't  be  possible  without 
new  leadership,  in  the  fullest  meaning  of  the  word, 
at  the  highest  levels — from  the  President  and 
Congress . 


II.  NEW  THINKING  ABOUT  POST-COMMDNIST  RUSSIA 

As  was  often  the  case  with  U.S.  policy  toward  the  Soviet 
Union  over  the  years,  policy  toward  post-Communist  Rus- 
sia has  been  based  on  serious  misconceptions  about  that 
country.  In  order  to  change  unwise  policies,  we  must 
therefore  first  change  those  underlying  assumptions. 
Here,  briefly,  are  the  most  important  ones. 

1.  Contrary  to  euphoria  in  Washington  (and  briefly  in 
post-Communist  Moscow) ,  no  real  revolution  or  "total 
collapse"  occurred  in  Russia  in  1991.  Despite  the 
fall  of  the  ruling  Communist  party  and  breakup  of 
the  Union,  crucial  aspects^  of  the  Soviet  system,  or 
sovietism,  still  exist  in  Russia  today  in  the  form 
of  the  state  economy,  characteristic  bureaucratic 
institutions  and  procedures,  political  and  manager- 
ial elites  at  the  center  and  in  the  localities,  and 
popular  attitudes.  Significant  changes  have  taken 
place,  but  they  remain  at  best  an  embryonic  alterna- 
tive system  within  the  old  Soviet  system,  which  is 
still  responsible  for  people's  essential 

needs — housing,  employment,  food  and  other  basic 
supplies,  health  care,  welfare  provisions,  public 
order,  and  more.  Until  a  new  system  develops  more 
fully,  any  "leap"  or  "shock"  dismantling  of  the  old 
one  is  therefore  certain  to  be  both  impractical  and 
inhumane,  if  not  catastrophic. 

2.  Nor  is  there  any  real  evidence  that  popular  anti- 
Communist  activities  in  1991,  during  or  after  the 
failed  August  coup,  constituted  a  national  referen- 
dum in  favor  of  democratic  capitalism  as  we  under- 
stand it.  Certainly,  there  are  no  large  constituen- 
cies, in  Russian  elites  or  society,  for  "free-market 
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shock  therapy."  To  pursue  such  policies  means  to  im- 
pose them  on  society,  which  can  only  further  under- 
mine popular  and  insitutional  support  for  democrati- 
zation. Opinion  polls  already  show,  for  example,  a  - 
steady  rise  in  public  support  for  new  authoritarian 
leadership,  and  considerably  more  popular  esteem  for 
the  army  and  the  Orthodox  Church  than  for  the  new 
democratic  institutions,  the  Presidency  and  the  Par- 
liament. Not  surprisingly.  Parliament  responded  by 
deposing  the  "shock-therapist"  Gaidar,  and  Yeltsin's 
own  popular  rating  fell  from  about  80  percent  in 
autumn  1991  to  about  35  percent  a  year  later, 
roughly  the  same  as  that  of  Vice-President  Rutskoi.' 

At  the  same  time,  however,  the  collapse  of  the  old 
Soviet  system  in  Russia  is  still  under  way,  and  is 
likely  to  continue  in  crucial  ways — further  indus- 
trial decline,  mass  unemployment,  a  breakdown  in 
agricultural  deliveries,  nutritional  supply,  and 
health  care,  rampant  crime  and  official  corruption, 
growing  separatism  and  disintegration  within  the 
Russian  Federation  itself  and  spreading  violence. 
That  is  why  more  and  more  Russian  political  figures 
across  the  political  spectrum,  from  left  to  right, 
now  believe  that  stabilization  of  the  existing  sys- 
tem, rather  than  a  forced  transition  to  a  new  sys- 
tem, must  be  the  national  priority.  Here,  too,  there 
no  longer  is  any  euphoria — at  least  in  Moscow, 

In  these  traumatic  circumstances,  what  are  the  main 
issues  and  conflicts  that  have  dominated  and  shaped 
Russian  politics  since  1991?  U.S.  policy-makers  have 
assumed  that  the  struggles  over  democracy  and  mar- 
kets are  the  primary  ones.  Certainly,  those  are  im- 
portant, but  they  have  been  secondary  to  four  other 
towering  conflicts.  First,  inflaming  all  the  others, 
is  an  acrimonious  dispute  among  conflicting  ideas 
about  the  desired  nature,  or  national  identity,  of 
post-Communist  Russia.  Should  Russia  be  part  of  the 
West  or  apart  from  the  West?  Should  Russia  be  re- 
built according  to  a  foreign  model,  and  if  so,  which 
(the  American,  Swedish,  Chinese — all  frequently 
mentioned  candidates) ,  or  in  accord  with  its  own 
traditions,  and  if  those,  which?   Should  Russia  be 
greater  territorially  ("imperial")  or  remain  within 
its  newly  diminished  borders?   Should  the  nation's 
own  vastness  be  governed  chiefly  by  a  dominant  Mos- 
cow state  or  locally?  No  consensus,  to  say  the 
least,  exists  on  any  of  these  fundamental  questions. 
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Another  zealous  struggle  is  raging  over  all  the  far- 
flung  property  formerly  monopolized  by  the  Soviet 
state:  natural  resources,  banks,  factories,  communi- 
cation facilities,  buildings,  shops,  transport,  even 
military  equipment.  Though  this  struggle  is  often 
waged  under  the  banner  of  reformist  "privatization, " 
much  of  it  is  corrupt  even  by  Soviet  standards.  A 
third  struggle  pits  central  authorities  in  Moscow 
against  local  authorities  in  the  vast  provinces 
(where  much  real  economic  and  political  power  has 
migrated  in  recent  years) ,  particularly  in  the  Rus- 
sian Federation's  thirty  one  "autonomous"  regions, 
many  of  which  now  claim  "sovereignty"  over  their 
rich  resources.  This  epic  struggle  is  exacerbated  by 
the  presence  of  non-Russian  majorities  in  several  of 
those  enormous  autonomies,  which  account  for  about 
53  percent  of  Russia's  territory  and  18  percent  of 
its  population.  Finally,  in  Moscow,  there  is  the 
angry  battle  for  policy-making  power,  unconstrained 
by  any  clear  constitutional  provisions,  between  the 
Presidency  and  the  Parliament,  and  various  parties 
allied  with  them.  All  these  conflicts  have  dwarfed 
and  distorted  the  issues  of  democracy  and  markets, 
and  none  of  them  is  likely  to  be  settled  any  time 
soon — not  even  by  the  adoption  of  a  new  democratic 
constitution,  which  so  many  observers  think  is  the 
solution. 

For  these  reasons,  it  is  exceedingly  difficult  to 
identify  all  the  "good"  and  "bad"  actors  in  Russian 
political  life  today,  especially  if  the  role  of  eas- 
ily recognized  extremists  is  discounted.  Certainly, 
the  Russian  political  spectrum  is  far  more  diverse 
and  complicated  today  than  is  suggested  by  the  popu- 
lar Manichean  prognosis,  "Either  the  democrats  or 
the  red-brown  reactionaries,"  a  partisan  Moscow  slo- 
gan adopted  by  many  U.S.  analysts  and  government 
spokespeople .  What  are  we  to  make  of  a  political 
arena  where,  for  example,  leaders  we  call  "demo- 
crats" advocate  disbanding  Parliament  and  imposing 
presidential  rule  throughout  the  country;  those  we 
call  "conservatives  and  reactionaries"  defend  the 
idea  and  institution  of  parliament;  and  forces  we 
disdain  as  "centrists"  hold  the  balance  of  power  and 
may  well  win  any  near-term  elections?  Where  we  see 
constant  menace  in  "ex-Communists, "  but  where  almost 
all  leaders  on  all  sides,  including  President 
Yeltsin  and  his  team,  are  former  party  members?  And 
where  "democrats"  are  themselves  deeply  divided  over 
further  political  reform,  economic  policy,  foreign 
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policy/  and  Moscow' s  relations  both  with  the  other 
former  Soviet  republics  and  Russia's  own  breakaway 
territories?   If  even  well-informed,  well-inten- 
tioned Russians  cannot  decide  which  leaders  and  pol- 
icies to  favor  from  month  to  month,  how  can  we? 

None  of  this  means  that  Russia  is  incapable  of  de- 
mocracy or  market  economies .  It  does  mean  that  the 
country' s  transition  to  a  stable  system  with  those 
features  will  take  many  years,  probably  decades,  and 
will  include  discouraging  as  well  as  encouraging  ep- 
isodes, perhaps  even  stages,  along  the  way.  (We  may 
witness,  for  example,  large  political  roles  played 
by  a  renewed  Communist  party  that  already  is  the 
country's  largest  with  some  500,000  members,  tradi- 
tional nationalism,  pro-Union  popular  sentiment, 
regional  power  centers,  and  junior  military  officers 
garrisoned  in  the  increasingly  important  provinces.) 
The  usual  analogies  with  those  countries  helped  by 
the  post-War  Marshall  Plan  are  of  little  if  any 
instructive  use.  Unlike  Russia,  Germany,  for 
example,  had  a  tradition  of  capitalist  economics  and 
even  some  democratic  experience,  and  was  defeated 
and  occupied  militarily  by  its  new  patron.  Nor  are 
Russia's  circumstances  much  like  those  in  countries 
where  Western  "shock-therapists"  previously 
experimented,  including  Mexico,  Bolivia,  and  even 
Poland.  In  short,  despite  all  the  political  certain- 
ties and  social  science  theories  being  proffered 
today,  here  and  in  Moscow,  no  one  can  foresee  Rus- 
sia' s  future — except  that  it  will  be  a  great 
power--or  how  it  will  get  there;  too  many  unprece- 
dented and  turbulent  factors  are  at  work. 

But  some  developments  are  more  likely  than  others. 
Economic  marketization  and  the  growth  of  private  en- 
terprise will  almost  certainly  continue,  however 
fitfully,  if  only  because  most  Russian  political 
factions,  again  from  left  to  right,  now  understand 
that  the  country  cannot  thrive  without  them.  On  the 
other  hand,  even  that  process  is  unlikely  to  conform 
to  simplistic  American  expectations.  Russia  will 
probably  "walk  on  two  legs,"  moving  toward,  and  on 
the  basis  of,  what  is  being  called  a  "mixed  economic 
system, "  with  a  substantial  state  and  private  sector 
but  with  the  state  still  dominant  in  large-scale  in- 
dustry, agriculture,  transportation  and  finance, 
while  private  enterprise  flourishes  mainly  in  serv- 
ices, trade  and  small-scale  production.  (An 
adumbration  of  such  a  system,  known  as  the  New  Eco- 
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nomic  Policy,  or  NEP,  existed  in  Soviet  Russia  in 
the  1920s.)  In  other  words,  the  eventual  direction 
is  likely  to  be  not  toward  abolishing  the  state 
economic  sector  but  toward  diminishing  and  reforming 
it. 

Even  so,  many  important  economic  questions  will  re- 
main the  subject  of  political  dispute.  What  should 
be  the  relative  proportions  of  state  and  private 
property?  Which  state-controlled  industries  and 
farms  inherited  from  the  Soviet  past  are  essential 
and  thus  must  be  subsidized,  and  which  can  be  aban- 
doned to  a  market  fate?  Should  private  enterprise  be 
actively  encouraged  or  merely  tolerated?  And  what 
should  be  the  nature  of  the  new  market  system — in 
the  current  Russian  vernacular,  "liberal  and  free" 
or  "social  and  regulated"?^"  None  of  these  problems 
can  be  treated,  of  course,  by  shock  therapy,  only  by 
gradual,  incremental  approaches.  (In  this 
connection,  it  should  be  understood  that  Russia's 
present  need  is  not  American-style  economic 
abundance  but  an  end  to  the  scarcity  of  essential 
goods,  which  is  a  potential  source  of  civil  unrest 
and  despotic  political  outcomes.) 

The  political  nature  of  Russia's  transition  is  less 
certain.  Democratization  has  achieved  a  great  deal 
since  Mikhail  Gorbachev  began  the  process  in  the 
late  1980s,  but  despite  many  modernizing  changes  in 
Russian  society  in  recent  decades,  centuries  of  au- 
thoritarianism cannot  be  oversome  quickly,  or  in  a 
leap,  even  in  favorable  conditions.  And  Russia's 
conditions  today  are  not  favorable;  indeed,  even 
many  once  fervent  democratizers  now  advocate  sus- 
pending the  process  until  economic  stabilization  and 
more  marketization  can  be  achieved.  Here,  too,  Rus- 
sia's complex  realities  defy  simplistic  prognoses, 
be  they  euphoric  or  apocalyptic.  There  is  little 
sense  in  basing  U.S.  policy  on  best-possible  or 
worst-possible  scenarios,  though  neither  can  be 
ruled  out  completely  in  life  or  in  politics.  Various 
kinds  of  government  are  always  possible  that  are 
neither  fully  democratic  nor  fully  dictatorial,  and 
Russia  is  likely  to  experience  several  of  them  in 
the  years  ahead. 

But  whatever  the  full  shape  of  Russia's  political 
and  economic  future,  it  will  not  be  a  replica  of 
America's  present  or  the  Soviet  past.  It  will  be,  as 
is  also  said  increasingly  in  Moscow,  some  "third 
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way."  American  cheerleaders  for  Yeltsin  and  shock 
therapy  adamantly  deny  that  there  can  be  any  kind  of 
third  way,  and  accuse  its  proponents  of  being  "ene- 
mies of  reform."  But  here  is  what  the  Russian  Presi- 
dent himself  told  the  nation  in  October  1992:  "We 
are  not  leading  Russia  to  any  kind  of  capitalism. 
Russia  is  simply  not  suited  for  this.  Russia  is  a 
unique  country.  It  will  not  be  socialist  or  ciapital- 
ist."^^  We  may  believe  it  or  not,  but  most  Russians 
evidently  do. 


III.   NEW  PRINCIPLES  OF  U.S.  POLICY  TOWARD  RUSSIA 

Most  American  politicians  and  opinion-makers  say  they 
favor  "helping  Russia,"  and,  of  course,  we  must  help. 
The  main  reason  is  generally  known,  but  worth  restating. 
If  Russia,  with  all  its  unprecedented  potential  for  nu- 
clear and  ethnic  holocaust,  lurches  into  chaos  or  des- 
potism, no  international  security  or  order  of  any  kind 
will  be  possible.  Allocating,  for  example,  $3  to  $6  bil- 
lion annually  for  aid  to  Russia  for  several  years,  bare- 
ly 1  to  2  percent  of  current  U.S.  defense  spending, 
would  thus  be  the  cheapest  investment  in  real  national 
security  American  could  make. 

There  is  less  understanding  and  consensus  about  what 
"helping  Russia"  actually  means,  or  how  to  do  it.  U.S. 
myths  and  fallacies  since  1991  have  created  more  mis- 
understandings and  disagreements.  Wiser  policies 
therefore  require  wiser  U.S.  principles  and  guide- 
lines— do^  s  and  don^  ts  that  are  better  informed  and  more 
thoughtful  about  the  Russian  realities  and  American  pos- 
sibilities discussed  above.  Here  are  the  most  important 
ones . 

1.   Any  successful  policies  to  help  Russia  and  shape  a 
good  U.S. -Russian  relationship  that  will  endure  need 
stable  constituencies,  which  do  not  yet  exist  in  ei- 
ther country.  Formulating  its  policies,  the  U.S. 
government  must  therefore  explain  them  to  the  Ameri- 
can people  realistically,  not  euphorically,  empha- 
sizing not  only  their  importance  for  our  national 
interests  but  also  that  Russia's  journey  to  stable 
markets  and  democracy  will  be  a  long  one  and  include 
developments  that  do  not  conform  to  prevailing 
expectations.  Without  such  public  understanding, 
even  the  wisest  policies  will  quickly  be  undone  by 
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American  disillusionment,  impatience  and  lingering 
cold  war  reflexes. 

U.S.  policies  and  specific  programs  to  help  Russia 
should  never  be  missionary  in  words  or  deeds.  We 
lack  the  right,  wisdom  and  power  to  convert  Russia 
to  America's  way  of  life.  Our  system  cannot  be 
transplanted  in  that  very  different,  much  older  civ- 
ilization. Russia  will  borrow  from  the  West,  but  it 
can  find  a  stable  future  only  within  its  own  histor- 
ical experiences  and  existing  circumstances.  In  par- 
ticular, the  United  States  should  not  try  to  design 
Russia' s  overall  reform  strategy,  but  instead  sup- 
port those  aspects  of  it  that  move  the  country  to- 
ward economic  stability,  markets  and  full  democracy. 
Russia  must  itself  decide  how,  and  how  fast,  to  move 
in  those  directions.  Financial  aid  given  on  condi- 
tions that  it  be  used  only  in  specifically  American 
ways  will  usually  cause  pain  and  resentment.  Much 
advice  given  according  to  the  prevailing  axiom,  "If 
it  works  in  America,  it  must  be  applicable  to  Rus- 
sia, "  will  be  ignored  or  fail.  Too  much  is  very  dif- 
ferent there,  from  popular  attitudes  toward  social 
justice  and  land,  a  worker  family's  dependency  on 
the  factory,  to  the  consequences  of  bankruptcy, 
especially  in  Russia's  many  company  towns.  In  short, 
U.S.  assistance  must  be  informed  by  Russian  reali- 
ties and  possibilities,  not  by  American  illusions 
and  conceits.  And  in  the  end,  Russia  must  be  able  to 
say,  as  those  American  musical  icons,  Frank  Sinatra 
and  Elvis  Presley,  boast,  "I  did  it  my  way." 

Nor  should  any  U.S.  policy  or  agency  intervene  ex- 
cessively in  Russia's  internal  affairs.  Such  prac- 
tices will  be  counterproductive,  inspiring  more  re- 
sentment against  America,  undermining  domestic  and 
foreign  policies  we  favor,  and  further  strengthening 
their  enemies.  Nothing  can  be  done,  perhaps,  about 
private  American  groups  already  intruding  so  deeply 
into  many  areas  of  Russian  life,  some  doing  humani- 
tarian work,  but  too  many  of  them  "building  a  new 
Russia"  in  alliance  with  one  political  faction 
against  others.  That  must  not  be  the  spirit  or  prac- 
tice of  the  U.S.  government.  Its  funds  should  not  be 
used  in  such  ways,  and  its  representatives  should 
not  be  encamped  in  Russian  governmental  offices  as 
planners,  advisers  or  overseers.  (Russia  has  plenty 
of  able  professionals  to  perform  those  functions.) 
At  high  levels,  the  U.S.  government  must,  of  course, 
focus  on  the  Russian  President,  but  it  should  also 
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develop  normal  relations  with  other  official  insti- 
tutions, especially  the  Parliment,  and  be  respectful 
toward  a  broad  range  of  Russian  political  opinion 
and  movements.  Otherwise,  the  United  States  may  have 
few  Russian  political  friends,  partners  or  even  ac- 
quaintances under  the  post-Yeltsin  leadership. 

We  also  need  realistic  thinking,  not  illusions, 
about  U.S. -Russian  relations  in  the  larger  context 
of  world  affairs.  Predicating  the  relationship  on  a 
fairy  tale  "friendship  and  partnership,"  as  though 
post-Communist  Russia' s  foreign  policy  will  simply 
follow  that  of  the  United  States,  is  certain  to 
breed  disillusionment  and  thus  erode  public  support 
for  aid  to  Russia.  Russia's  foreign  (and  defense) 
policies  will  be  based  on  its  own  perceived  national 
interests  and  on  positions  that  can  be  sustained  po- 
litically in  Moscow,  not  Washington.  We  may  reason- 
ably hope  those  interests  will  coincide  with  our  own 
more  often  than  not,  but  they  will  not  always  do  so. 
Having  lost  billions  of  dollars  by  repudiating  for- 
mer Soviet  allies  and  respecting  U.N.  sanctions,  for 
example,  Russia  will  repair  relations  with  some 
anti-American  governments,  as  we  have  already  seen 
in  its  sale  of  weapons  and  technology."  Having  a 
very  different  geopolitical  relationship  with  China, 
a  close  cultural  one  with  Serbia  and  a  divorced  fam- 
ily's relations  with  other  former  Soviet  republics, 
Russia  is  certain  to  adopt ^policies  unlike  the  Unit- 
ed States'  toward  most  of  those  countries.  Strad- 
dling Europe,  unlike  America,  it  will  have  its  own 
perspectives  and  approaches  there  as  well.  None  of 
this  is  reason  for  a  new  cold  war  or  refusing  to 
help  Russia's  reforms,  only  for  more  realistic  and 
balanced  expectations  about  U.S. -Russian  relations 
that  include  respect  for  Russia's  legitimate 
interests. 

It  does  mean,  however,  that  the  United  States  must 
take  care  not  to  undermine  aspects  of  Russian  for- 
eign policy  that  are  pro-American,  but  highly  vul- 
nerable to  Moscow  politics,  or  groups  that  support 
them.  Here,  too,  missionary  rhetoric  and  behavior 
are  counterproductive,  as  is  the  appearance  of  one- 
sided triumphalist  policies  and  double  standards  on 
the  part  of  the  United  States.   Already  being  hotly 
debated  in  Moscow,  for  example,  are  charges  that 
while  compelling  Russia  to  reduce  its  military  - 
forces  maximally,  the  United  States  is  cutting  its 
own  minimally;  while  protesting  Russia's  arms  sales 
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abroad,  the  United  States  is  increasing  its  sales; 
while  demanding  Russia  no  longer  meddle  in  the  Third 
World/  the  United  States  continues  to  do  so;  and 
while  expecting  Russian  adherence  to  U.N.  resolu- 
tions, the  United  States  interprets  them  unilateral- 
ly." We  may  reply  that  Russia  has  lost  its  super- 
power entitlements.  But  if  we  want  a  truly  new  rela- 
tionship, there  is  a  grave  rislc  in  asking  Russia  to 
do  so  much  more  than  we  are  prepared  to  do.  Indeed, 
even  America's  "best  hope,"  as  the  Clinton 
Administration  characterizes  President  Yeltin,  has 
objected  to  "a  U.S.  tendency  to  dictate  its  terms," 
adding:  "No  other  state  can  command  such  a  great 
nation  as  Russia."" 

6.   Finally,  one  towering  issue  requires  special  atten- 
tion because  it  affects  Russia's  domestic  and  for- 
eign politics,  and  U.S. -Russian  relations,  in  poten- 
tially explosive  ways.  Post-Communist  Russia's  rela- 
tionship with  many  if  not  all  of  the  other  former 
Soviet  republics  is  far  from  being  resolved.  The 
United  States  evidently  assumes  that  all  of  them 
will  remain  fully  independent  states,  and  that  Rus- 
sia will  treat  them  accordingly.  But  many  powerful 
factors  continue  to  generate  urgent  proposals  in 
Russia  and  several  other  former  republics  for  a  new 
federal  or  confederal  state  (unlike  the  present  Com- 
monwealth) ,  which  would  naturally  revolve  around 
Russia.  Those  factors  include  common  economic  and 
security  problems;  the  fate  of  75  million  former  So- 
viet citizens  now  living  outside  their  ethnic 
homelands,  including  25  million  Russians;  millions 
of  ethnic  intermarriages;  a  myriad  of  disputes  over 
sovereignty,  borders  and  property;  and  spreading 
civil  violence. 

U.S.  policy-makers  have  given  this  fateful  problem 
little  serious  thought,  mainly  wishful  thinking, 
though  even  some  Russian  democrats  have  been  calling 
for  a  Russian  "sphere  of  influence,"  a  "Monroe  Doc- 
trine, "  throughout  the  former  Soviet  Union,  a  demand 
echoed  in  President  Yeltsin's  own  recent  assertion 
that  Russia  should  have  "special  powers  as  guarantor 
of  peace  and  stability  in  regions  of  the  former 
USSR."^^   One  school  of  U.S.  policy  thinking, 
represented  by  Henry  Kissinger,  insists  that  any  po- 
litical regrouping  around  Russia  must  be  opposed  as 
resurgent  Russian  "imperialism."  But  what  if  the  de- 
cision is  voluntary?  A  strong  case  can  be  made  that 
a  new  federation  or  confederation  of  those  former 
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republics  wishing  to  join  may  be  the  only  way  to 
stave  off  the  various  catastrophes  now  threatening 
them.  It  might  also  satisfy  pro-Soviet  Union  senti- 
ment in  Russia  and  elsewhere,  which  remains  strong 
and  is  growing.  Indeed,  the  proposal  might  even  be 
taken  up  by  President  Yeltsin  himself,  who  remains 
vulnerable  to  charges  that  against  the  wishes  of  77 
percent  of  Soviet  citizens,  as  expressed  in  the 
March  1991  referendum,  he  helped  abolish  the  Soviet 
Union  nine  months  later. 

No  euphoric  or  simplistic  answer  is  possible  here 
either.  But  if  nothing  else,  the  United  States,  for 
the  sake  of  recovery  in  the  region,  ought  to  favor 
the  restoration  of  broken  economic  ties  and  do  noth- 
ing to  encourage  political  disintegration  within  the 
Russian  Federation  itself.  It  must  also  do  every- 
thing possible  to  defuse  the  explosive  issue  of 
those  25  million  Russians  now  stranded  "abroad, " 
which  means,  at  a  minimum,  unequivocably  advocating 
their  human  and  civil  rights  in  all  the  non-Russian 
former  republics,  particularly  in  Estonia,  Latvia, 
and  Ukraine,  no  matter  the  political  temptation  to 
do  otherwise. 


IV.   NECESSARY  WAYS  TO  HELP  RUSSIA  (AND  OURSELVES) 

Various  approaches  and  programs  are  necessary  to  help 
Russia  (and  ourselves) — all  of  them  consistent  with  the 
realities,  possibilities,  and  principles  set  out  above. 
Common  sense  and  decency  tell  us  what  generally  must  be 
done.  The  United  States  cannot,  of  course,  do  every- 
thing, but  if  it  really  aspires  to  international  leader- 
ship, it  must  provide  it.  And,  not  to  be  forgotten, 
promises  made  must  be  fulfilled.  The  approaches  and  pro- 
grams that  follow  are  the  most  important  and  urgent 
ones . 

1.   Real  solutions  to  the  several  kinds  of  nuclear 

threats  on  former  Soviet  territory  cannot  wait.  The 
Clinton  Administration  should  immediately  open  dis- 
cussions with  all  Russian  executive  and  legislative 
parties  involved  in  the  ratification  of  START  II, 
including  its  critics.  Any  glaring  inequities  in 
those  hastily  drafted  agreements,  or  in  the  cost  of 
carrying  them  out,  should  be  rectified.  No  politi- 
cally unpopular  treaty  will  be  reliable.  Meanwhile, 
prior  to  ratification,  the  United  States  should 
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begin  its  ovm  implementation  of  START  II,"  redouble 
efforts  to  negotiate  effective  barriers  to  nuclear 
proliferation  and  accept  the  Russian  offer  of  a  per- 
manent ban  on  nuclear  testing — in  effect,  an  end  to 
the  building  of  nuclear  weapons.  (If  getting  rid  of 
these  weapons  is  such  a  big  problem,  why  create  new 
ones?)   The  Administration  will  also  have  to 
redouble  efforts  to  persuade  Ukraine,  now  revelling 
in  its  new  designation  as  "the  world' s  third  largest 
nuclear  power, "  to  give  up  its  intercontinental 
ballistic  missiles  and  warheads,  a  problem  not 
likely  to  be  resolved  easily  or  soon.  The  temptation 
to  use  battlefield  (tactical)  nuclear  weapons  is 
even  greater,  especially  in  quasi-religious  civil 
wars  already  under  way  in  the  former  Soviet  Union. 
The  Clinton  Administration  should  reconfirm  the 
exact  wherecibouts  and  control  of  all  ex-Soviet  tac- 
tical nuclear  weapons,  and  negotiate  major  reduc- 
tions in  those  Russian  and  American  arsenals." 
Furthermore,  many  of  the  40  Soviet-built  nuclear  re- 
actors in  the  former  Soviet  Union  and  Eastern  Europe 
are  as  dangerous  as  the  one  that  exploded  at  Cherno- 
byl in  1986,  and  terrorist  threats  inside  Russia 
have  already  been  made  against  them.  Programs  to 
modernize  and  safeguard  those  reactors  already 
established  with  Russian  support  but  not  yet  of  any 
consequence  must  be  hastened,  redoubled  and  amply 
funded.  ^^ 

Russia' s  traumatic  transition  to  a  market  economic 
system  calls  out  for  a  great  American  humanitarian 
campaign,  not  for  one  winter  but  several.  Massive 
relief,  expecially  essential  nutrients  and  medi- 
cines, has  to  be  provided  free  to  those  Russians 
most  imperiled  by  marketization  and  least  able  to 
cope  with  it — the  very  young,  old,  and  sick.  Much 
that  is  desperately  needed  is  produced  cheaply  and 
abundantly  by  U.S.  corporations — infant  formula, 
other  nutrients,  aspirin,  vaccines,  disposable  sy- 
ringes, etc.  Sporadic  U.S.  relief  efforts  have  been 
undertaken,  but  none  on  an  adequate  scale  or  in  a 
sustained  way.  A  joint  government -private  sector 
campaign  is  needed  to  utilize  all  resources  provided 
by  existing  legislation,  mobilize  individual  contri- 
butions, but  especially  to  encourage  U.S.  corpora- 
tions to  play  the  humanitarian  role  featured  so 
prominently  in  their  advertisements.  A  special 
national  committee  should  be  formed  for  that  pur- 
pose, composed  of  knowledgeable  people  and  co- 
chaired  by  a  high  Clinton  appointee  and  two  symboli- 
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cally  bipartisan  elder  statesmen — for  example,  Rich- 
ard Nixon  and  George  McGovern.  (Does  no  eminent 
American  wish  to  be  remembered  as  Herbert  Hoover  was 
in  Russia  after  the  famine  relief  he  led  in  the 
early  1920s?) 

Russia's  crushing  $84  billion  foreign  debt  must  be 
restructured — quickly,  fully,  generously  and  on  a 
long-term  basis.  Interest  owed  to  Western  govern- 
ments and  international  banks,  which  Russia  simply 
cannot  pay,  has  become  a  towering  obstable  to  new 
state  and  foreign  investment  in  the  Russian  economy, 
which  is  essential  for  stability  and  reform.  Serious 
thought  must  be  given  to  forgiving  interest  payments 
altogether,  and  perhaps  even  that  large  portion  of 
the  principle  inherited  from  the  Soviet  Union. 

Western  specialists  understand  that  Russia  must  have 
large  new  loans  and  credits  for  economic  investment, 
imports,  and  to  ease  the  social  pain  of  reform.  Less 
understood  is  the  growing  political  backlash  in  Rus- 
sia against  taking  on  new  debt.  It  stems  from  three 
objections,  or  perceptions:  loans,  short-term 
commercial  credits,  and  the  interest  due  annually 
put  an  ever  tightening  Western  noose  around  Russia's 
neck,  often  come  with  unacceptable  conditions  about 
the  nature  of  reform  measures  and  cannot  be  counted 
on  from  year  to  year.  It  is  time,  therefore,  to 
provide  more  altruistic  and  functional  kinds  of 
loans  and  credits  to  Russia — ones  that  are  for  a 
much  longer  period  of  time;  are  given  at  long-de- 
ferred and  low  rates  of  interest,  or  even  interest 
free;  come  free  (or  freer)  of  the  intrusive  monetar- 
ist conditions  imposed  by  the  I.M.F.;  and  are  guar- 
anteed for  several  years.  These  are  not  customary  or 
perfect  approaches,  but  neither  are  the  situation 
and  our  national  interests  in  Russia.  And  the  alter- 
natives are  not  realistic,  economically  or  politi- 
cally. As  for  American  worries  that  such  generous 
and  less  conditional  loans  will  disappear  down  some 
"black  hole,"  they  are  considerably  exaggerated  and 
often  really  doubts  that  Russia  can  reform  at  all. 
We  have  sent  much  more  aid  to  many  other  countries 
with  bigger  "black  holes." 

At  the  same  time,  at  least  three  programs  with  ear- 
marked Western  funds  are  also  essential  for  Russian 
reform:  one  to  help  convert  excess  military  plants 
to  civilian  production;  another  to  provide  start-up 
loans  to  small  private  enterprises;  and  a  third  to 
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subsidize  unemployment  benefits  for  Russians  left 
jobless  as  marketization  proceeds  and  superfluous 
state  firms  are  shut  down.  Military  conversion  is 
exceedingly  complicated,  and  requires  joint  U.S.- 
Russian cooperation  applicable  to  our  ovm  excess  de- 
fense producers  as  well.  The  other  two  programs 
would  be  relatively  cheap  for  the  United  States, 
given  the  great  current  value  of  the  dollar  against 
the  ruble,  but  the  U.S.  role  in  such  "grassroots" 
reforms  must  not  be  intrusive.  Unemployment  benefits 
should  be  administered  by  Russian  agencies  staffed 
by  Russians  and  given  in  rubles,  and  loans  (also  in 
rubles)  to  small  enterprises  processed  by  new  Rus- 
sian banks,  not  U.S.  agencies,  an  approach  that  will 
have  the  additional  benefit  of  nurturing  a  system  of 
Russian  private  banking,  loans  and  credit.  Both  of 
these  prograuns  should  be  targeted  primarily  at  the 
provinces,  where  unemployment  benefits  and  start-up 
capital  are  considerably  less  available  than  they 
are  in  capital  cities  such  as  Moscow  and  St. 
Petersburg,  which  were  the  primary  destinations  of 
previous  assistance.  And  new  Russian  firms  that  will 
actually  produce  something,  unlike  the  overwhelming 
majority  that  now  merely  speculate  in  state  goods, 
should  be  favored. 

Specialists  also  agree  that  Russia  greatly  needs 
large  private  American  investment,  but  very  little 
has  been  invested.  The  main  reason  usually  cited  is 
the  lack  of  Russian  laws  protecting  private  invest- 
ment. But  the  U.S.  government  could  do  much  more 
than  it  yet  has  to  provide  its  own  guarantees  to 
American  investors  and  to  negotiate  with  the  Russian 
government  on  their  behalf.  The  Clinton  Administra- 
tion should  begin  immediately  with  already  existing 
private  proposals  that  are  well-conceived  and  mutu- 
ally beneficial.  U.S.  investment  in  Russia's  lagging 
energy  production,  for  example,  could  earn  Russia 
much  needed  hard  currency  and  reduce  America's  de- 
pendence on  Persian  Gulf  oil.^'  And  a  few  such 
high-profile  precedents  might  jump-start  the  flow  of 
private  capital  to  Russia. 

"Technical  aid"  to  Russia  has  become  an  enormously 
popular  cliche,  but  what  it  means  is  not  always 
clear.  If  it  means  political  meddling,  bad  advice  or 
teaching  Russians  what  they  already  know,  it's  coun- 
terproductive, a  waste  of  resources  and  an  excuse 
for  not  giving  more  generous  and  functional  help.  A 
great  many  Russians  are  better  educated,  more  - 
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skilled,  more  professional  and  more  entrepreneurial 
than  is  generally  assumed  in  the  West.  In  that  and 
other  important  respects,  Russia  is  not  a  Third 
World  country.  If  "technical  aid"  provides  essential 
know-how  and  equipment  that  is  actually  lacking,  it 
should  be  encouraged  and  expanded.  But  the  U.S.  gov- 
ernment is  itself  a  serious  obstacle  to  techno- 
logical assistance  to  Russia.  Various  Cocom  restric- 
tions still  exist  on  so-called  "high-tech"  exports 
needed  for  modernization  and  investment  in  Russia, 
ranging  from  advanced  desktop  computers  to  high-ca- 
pacity telephone  lines. ^°  If  the  United  States  is 
serious  about  helping  its  new  "friend  and  partner," 
the  Clinton  Administration  should  quickly  abolish 
these  and  other  similar  Cold  War  relics. 

The  same  should  be  done  with  left-over  U.S.  trade 
restrictions  that  prevent  all  kinds  of  Russian 
exports  from  competing  in  the  American  market. 
Indeed,  if  the  U.S.  government  is  serious  about 
helping  post-Communist  Russia  create  a  prosperous 
market  economy,  surely  that  country  should  be 
granted  Most  Favored  Nation  status,  which  has  long 
been  held  by  countries  we  profess  to  worry  about  and 
admire  considerably  less. 

Finally,  something  should  be  done  to  help  Russia's 
professional  and  other  middle  classes,  which  were 
the  original  social  basis  for  reform  in  the  1980s 
but  are  now  being  victimized  by  the  shock  therapy 
policies.  The  possibilities  for  American  help  in 
this  area  are  limited,  and  even  those  probably  are 
done  best  and  most  properly  by  private  foundations 
eager  to  be  active  in  Russia  but  uncertain  how  to  do 
so.  One  valuable  approach  would  be  to  give  financial 
support  to  the  universities,  educational  institutes 
and  other  intellectual  centers  that  were  the  cruci- 
ble of  Soviet  Russia's  middles  classes,  and  now  are 
nearly  destitute.  Here,  too,  some  degree  of  U.S. 
government-private  sector  planning  would  be  needed. 
And  here,  too,  priority  should  be  given  not  to  Rus- 
sia's capital  cities  but  to  remote  and  disadvantaged 
provinces.  It  is  there,  after  all,  that  the  great 
majority  of  citizens  live,  and  it  is  there  that  the 
new  Russia  will  eventually  emerge. 
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If  this  seems  too  much  to  ask  of  Americans  worried  cibout 
their  own  economic  future,  and  thus  of  their  new 
President/  who  will  wish  to  be  reelected,  the  full  case 
for  helping  Russia  reform  must  be  clearly  understood. 
Most  immediately,  of  course,  it  involves  the  looming 
risk  of  chaos,  civil  war,  or  despotism  in  that 
turbulent,  nuclear-laden  land.  But  two  other  reasons  are 
also  important. 

Having  demanded  for  seventy  years  that  Soviet  Russia 
give  up  its  bad  ways,  and  having  spent  trillions  of 
dollars  over  forty  years  trying  to  force  it  to  do  so, 
the  U.S.  government  will  be  judged  very  harshly  by 
future  citizens  and  historians  alike  if  it  does  not 
generously  help  Russia  change  now  that  the  moment  has 
finally  come.  Or  perhaps  it  will  be  remembered  for 
having  supported  measures  that  destroyed  yet  another 
nascent  Russian  experiment  with  parliamentary  democracy 
and  again  plunged  the  country  back  into  its  despotic 
traditions . 

Nor  will  Russia,  when  it  reemerges  in  its  predestined 
role  as  a  very  great  power,  as  it  certainly  will,  forget 
how  other  powers  treated  it  during  its  present  time  of 
troubles.  What  we  do  now,  or  fail  to  do,  will  shape  our 
children's  and  grandchildren's  relationship  with  Russia 
as  well.  For  all  these  reasons,  we  cannot  indeed  stop 
thinking  about  tomorrow. 
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UKRAINE  2000 

THE  WASHINGTON  COMMITTEE  IN  SUPPORT  OF  UKRAINE 


^**  RUKM  ROKH  BUKH  PUKM  HUKM  PUKH  RUKH  BUKM  RUKH  BUKH  RUKH  flUKH  flUKH  flUKM  RUICM  RUKH  RUKH  RUKM  ROKH 


PREPARED  STATEMENT  OF  ROBERT  A.  McCONNELL,  CHAIRMAN  OF  THE 

GOVERNMENT   RELATIONS   COMMITTEE   OF   UKRAINE   2000:   THE 

WASHINGTON  COMMITTEE  IN  SUPPORT  OF  UKRAINE 


Good  morning  Mr.  Chairman.   My  name  is  Robert 
McConnell.   I  am  chairman  of  the  Government  Relations  Committee 
of  Ukraine  2000:  The  Washington  Committee  In  Support  Of  Ukraine. 
Ukraine  2000  is  made  up  of  area  residents,  mostly  Americans  with 
ethnic  Ukrainian  backgrounds,  who  have  a  deep  interest  in  Ukraine 
and  in  United  States  interests  in  Eastern  Europe.   My  statement 
is  on  behalf  of  Ukraine  2000. 

We  think  it  most  appropriate  for  the  Committee  to 
consider  U.S.  policy  toward  the  newly  independent  states  of  the 
former  Soviet  Union. 

In  the  current  issue  of  Foreign  Affairs  John  Edwin  Mroz 
argues  that  what  is  happening  in  eastern  Europe  will  affect  the 
United  States  and  the  world.   "Playing  to  the  grandstands  by 
speaking  about  the  triumph  of  democracy  and  American  values  means 
nothing  in  the  transitional  world  of  post-communist  Europe." 
Among  other  things  Mroz  advocates  that  we  concentrate  on  those 
countries,  including  Ukraine,  that  are  at  pivotal  stages  of 
transition.   ("Russia  And  Eastern  Europe:   Will  The  West  Let  Them 
Fail?"  Foreign  Affairs,  p.  44) 

Mr.  Chairman,  we  concur.  We  have  very  serious  concerns 
ibout  our  nation's  policy  toward  the  former  Soviet  Union  and 
specifically,  the  lack  of  understanding  that  seems  to  be  involved 
in  our  policy  toward  Ukraine.  We  believe  that  the  current  course 
being  followed  by  the  United  States  is  ill-advised  and  could  have 
disastrous  consequences  for  Ukraine  and  for  United  States 
interests  in  Europe. 
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It  is  our  strong  view  that  Ukraine  must  be  given 
careful  and  separate  consideration  as  a  focus  of  United  States 
foreign  policy.   Even  with  a  very  large  non-Ukrainian  population, 
Ukraine  has  been  relatively  free  of  inter-ethnic  conflicts.   In 
keeping  with  the  formulation  of  the  Popular  Movement  Of  Ukraine 
(Rukh)  a  foundation  of  the  reform  movement  in  Ukraine  has  been 
democratic  inclusion  of  all  of  the  people  of  Ukraine.   It  is 
important  to  consider  this  in  the  context  of  the  bloodshed  now 
being  spilled  in  the  Caucasus  region  of  the  Russian  Federation, 
and  the  growing  tensions  in  Siberia  and  Tatarstan.   There  are 
major  tensions  in  the  Russian  Federation  that  are  clearly 
destabilizing.   The  hostilities  combined  with  the  flexing  of 
imperialist  muscles  by  Moscow's  hard-liners  should  suggest  to  the 
West  the  potential  of  an  independent  Ukraine  serving  as  a  check 
against  the  reemergence  of  Russian-based  turmoil  and  expansionism 
in  the  region. 

To  date  Ukraine's  independence  and  future  as  a 
sovereign  European  nation  has  not  been  accorded  strong  support  by 
the  United  States.   As  a  result,  the  United  States  may  be 
jeopardizing  the  best  opportunity  for  long-term  stability  in  the 
region. 

Currently  the  United  States  is  pressing  Ukraine  to 
ratify  START  I  and  is  urging  our  western  allies  to  put  pressure 
on  Ukraine  as  well.    Ukraine  essentially  is  being  told  that  the 
U.S.  has  decided  that  START  is  Ukraine's  top  priority  and  that 
there  will  be  no  significant  U.S.  aid  or  relationships  until 
START  I  is  ratified. 

No  matter  what  the  motivation  for  this  diplomatic 
pressure,  it  is  based  on  a  misreading  of  Ukraine's  evolution  over 
the  Last  few  years.   It  is  terribly  counterproductive  to  U.S.- 
b'krainian  relations  and  is  against  American  national  interest. 

Government  sources  and  many  of  our  independent  press 
publications  have  been  expressing  the  view  that  Ukraine's 
parliament  is  delaying  its  consideration  of  START  and  backing 
away  from  Ukraine's  intention  to  be  non-nuclear.   They  also  link 
Ukraine's  desire  for  assistance  in  dismantling  its  strategic 
nuclear  weapons  and  its  requests  for  assurances  against  Russian 
■iggression. 

These  are  not  easy  issues  and  it  is  important  to 
Arorican  self  interest  that  we  consider  Ukraine's  perspective  and 
history  on  the  nuclear  issue. 

The  fact  is  Ukraine's  nuclear  position  was  born  out  of 
the  1086  Chornobyl  disaster  and  became  a  fundamental  element  of 
the  rounding  "Program"  of  Rukh.   March,  1990,  in  still-Communist 
ikrnine,  a  third  of  the  candidates  for  parliament  were  elected  on 
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the  Rukh  program.   By  July  1990,  these  deputies  won  a  near 
unanimous  vote  in  parliament  for  the  Declaration  of  State 
Sovereignty  of  Ukraine,  calling  for  a  democratic  society  and 
declaring  Ukraine's  "intention  of  becoming,  in  the  future,  a 
permanently  neutral  state  that  does  not  participate  in  military 
blocs  and  adheres  to  three  nuclear-free  principles:  not  to 
accept,  not  to  produce  and  not  to  acquire  nuclear  weapons." 

This  legislation  was  adopted  over  a  year  before  the 
coup,  a  year  before  Ukraine's  Declaration  of  Independence,  over  a 
year  before  the  break-up  of  the  Soviet  Union,  and  long  before  the 
United  States  was  paying  any  real  attention  to  Ukraine.   Ukraine 
did  not  "agree"  to  become  non-nuclear  at  the  behest  of  Western 
governments.   It  made  its  choice  and  has  reiterated  its  position 
consistently  since.   Ukraine  is  given  little  credit  and  no 
respect  for  having  already  turned  over  all  of  its  tactical 
nuclear  weapons  to  Russia. 

As  for  the  "delay"  in  the  Ukrainian  parliament's 
consideration  of  START,  it  might  be  helpful  to  understand  that 
START  ratification  has  never  yet  been  scheduled  for  formal 
parliamentary  consideration.   The  priority  in  Ukraine's 
parliament  can  be  defined  using  the  Clinton  Campaign  theme,  "Its 
the  economy  stupid."   The  U.S.  should  accept  this.   Since  before 
recognizing  Ukraine  at  Christmas  time,  1991,  the  U.S.  has 
consistently  urged  Ukraine  to  reform  its  economy.   In  meeting 
after  meeting  Ukrainian  concerns  about  myopic  U.S.  emphasis  on 
Russia  have  been  met  uniformly  with  U.S.  condemnation  of 
Ukraine's  lagging  economic  reforms. 

Last  Fall,  having  witnessed  the  collapse  of  its  economy 
under  the  conservative  Fokin  government,  the  Ukrainian  parliament 
voted  no  confidence  in  Fokin  and  replaced  him  with  new  Prime 
Minister  Leonid  Kuchma.   Parliament  vested  Kuchma  with 
significant  but  limited-term  authority  to  reform  the  economy.   He 
has  responded  with  an  aggressive  program  that  has  stimulated 
intense  debate  in  parliament  and  across  the  country. 
Parliament's  schedule  has  been  dominated  by  the  economy  and,  not 
surprisingly,  the  elected  parliament  recognizes  that  the  standard 
of  success  for  the  people  of  Ukraine  will  be  how  the  economic 
crisis  is  handled. 

The  fact  is  that  the  Ukrainian  parliament  has  not 
"delayed"  START,  it  has  yet  to  address  the  treaty.   The  U.S. 
should  honor  Ukraine's  elected  legislators'  commitment  to  face 
their  nation's  number  one  priority  -  the  economy.   In  addition, 
..e  /.ell  should  understand  that  the  nuclear  question  is  not 
.icadenic  in  Ukraine,  they  live  with  the  consequences  of 
Chernobyl,  of  nuclear  energy  mismanaged.   Condescending  U.S. 
■idnonitions  are  inappropriate. 
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We  have  read  criticisms  that  it  has  been  eighteen 
months  since  President  Bush  signed  START  I.   That  has  nothing  to 
do  with  Ukraine.   The  U.S.  Senate  took  10  months  to  ratify  START 
I  after  the  treaty  was  negotiated  by  the  United  States.   When 
Ukraine's  parliament  turns  to  this  complex  agreement  it  will  be 
studying  a  document  its  government  had  no  role  in  negotiating. 
They  will  be  looking  at  an  agreement  that  carries  extraordinary 
budgetary  and  other  responsibilities  for  its  signatories. 
Parliament  will  have  a  duty  to  honor  Ukraine's  non-nuclear  agenda 
and  to  do  so  in  the  context  of  Ukraine's  national  interests. 

And,  in  regard  to  Ukraine's  national  interests,  the 
U.S.  should  take  the  time  to  consider  those  interests.   Russian 
instability  is  not  only  evidenced  by  the  delicate  and  important 
maneuverings  between  President  Boris  Yeltsin  and  the  Russian 
parliament  in  Moscow.   There  is  the  turmoil  and  bloodshed  in  the 
northern  Caucasus  region.   There  is  the  fact  that  the  most  recent 
session  of  the  Russian  Congress  of  People's  Deputies  ignored 
treaties  and  laid  claim  to  Ukrainian  territory;  the  Russian  Vice 
President  and  the  Russian  Ambassador  to  the  United  States 
continue  to  argue  for  Russia's  reoccupation  of  Ukrainian 
territory.   Given  this  and  a  history  of  Russian  occupation  with 
an  imposed  famine  and  bloody  purges  as  well  as  systematic  efforts 
to  eradicate  Ukrainian  culture  and  language,  Ukraine  has 
legitimate  concern. 

These  realities  are  being  assessed  by  Ukraine  and  they 
also  are  important  to  the  United  States.   Russian  expansionism  is 
not  in  our  interest. 

Ukraine,  now  as  always,  stands  as  the  biggest  prize  for 
Russian  imperialism.   As  a  result,  the  existence  of  a  secure  and 
independent  Ukraine  offers  the  greatest  hope  for  a  lasting  check 
against  Russian  expansionism  and  the  instability  it  would  bring. 

We  should  encourage  Ukraine's  growth,  listen  to  its 
legitimate  concerns,  honor  its  parliament's  schedule;  give 
creditability  to  Ukraine's  sovereignty.   This  would  be  proper 
international  behavior.   Realistic  prospects  for  a  peaceful 
tuture  in  Eastern  Europe  may  depend  on  it. 
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Full  Committee  Statement  of 
Congressman  Benjamin  A.  Oilman  on 
U.S.  Policy  Toward  Europe 


Mr.  Chairman: 


I  commend  you  for  holding  this  hearing  on  an  area  of  vital  importance  for  U.S. 
foreign  policy.   As  developments  in  the  post-Cold  War  era  unfold,  it  is  clear  that  the 
principles  and  tenets  which  had  guided  our  policy  toward  Europe  for  the  nearly  fifty 
years  since  the  end  of  the  Second  World  War  now  need  to  be  re-examined.   I  look 
forward  to  hearing  the  views  of  our  witnesses. 

The  American  people  have  been  steadfastly  committed  to  the  security  and 
economic  vitality  of  the  democracies  in  Western  Europe.  We  stood  firmly  with  the 
p)eople  of  that  region  through  the  darkest  days  of  the  Cold  War.   We  sacrificed  to 
ensure  that  deterrence  of  the  Soviet  threat  worked.   We  provided  generous  aid  to 
promote  economic  stability  while  democratic  institutions  were  either  restored  or 
established  for  the  first  time.   We  opened  our  huge  market  to  goods  produced  in  Europe. 

We  can  be  justifiably  proud  of  the  victory  that  we  obtained  when  the  Berlin  Wall 
fell,  when  freedom  swept  Eastern  Europe,  and  when  democrats  in  Moscow  faced  down 
the  Communist  masters  and  their  tanks.   But  now  new  challenges  to  the  trans-Atlantic 
alliance  have  emerged,  and  Americans  must  re-evaluate  our  relations  with  all  of  Europe. 
With  European  integration  proceeding,  and  the  economic  strength  of  the  European 
Community  clearly  visible  throughout  the  world,  we  look  to  Europe  to  exert  greater 
leadership,  particularly  in  crises  which  are  of  paramount  concern  to  Europe. 

Wc  understand  the  challenge  pxjsed  by  integration  and  union  in  Europe,  and  the 
economic  issues  of  equity  and  fairness  which  Europeans  must  deal  with  on  both  a 
nation.'il  and  a  [European  basis.    But  Americans  expect  fairness  and  equity  in  a  united 
Europe's  dealings  with  us  as  well. 

Security  still  must  remain  a  concern,  as  the  situation  in  the  former  Yugoslavia 
makes  painfully  clear.  Questions  about  NATO's  role  now  that  the  Soviet  threat  has  been 
removed  need  to  be  considered,  but  I  believe  it  is  unwise  to  talk  about  greatly  reducing 
N.ATO's  capabilities,  or  for  the  U.S.  to  withdraw  its  military  forces  in  Europe 
completely.    But  before  we  can  consider  a  role  for  NATO  in  the  new  Europe,  we  must 
vkork  together  to  ensure  that  the  multi-national  cuts  affecting  NATO  be  coordinated  so 
as  not  to  weaken  the  great  alliance  that  produced  victory  in  Europe. 
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PREPARED  STATEMENT  OF  RT.  HON.  SHIRLEY  WILLIAMS 

The  memo  below  addresses  the  three  questions  raised  by  Chairman  Lee 
Hamilton  and  Congressman  Benjamin  Oilman  in  their  invitation  to  me  to  testify. 

QUESTION  1.    IMPORTANT  DEVELOPMENTS  IN  THE  EUROPEAN  COMMUNITY. 

1991-1993 

A.        The  Community's  twelve  member  countries  moved  confidently  towards  the  goal 
of  a  single  market  by  the  end  of  1992.  But  in  December  1991.  the  Community's  heads 
of  government  in  signing  the  Treaty  of  Union,  known  as  the  Maastricht  Treaty, 
over-reached  themselves.  The  Treaty  of  Union  spelled  out  a  whole  new  stage  of 
integration: 

1.  a  single  currency  and  a  European  central  bank  -  known  as  E.M.U.,  European 
Monetary  Union,  to  be  achieved  by  1999. 

2.  an  integrated  foreign  policy,  in  which  governments  would  decide  unanimously 
which  foreign  policy  issues  should  be  dealt  with  by  the  Community  as  a  whole,  but 
details  would  be  agreed  by  qualified  majority  vote. 

3.  much  closer  cooperation  in  dealing  with  threats  to  international  security,  such 
as  terrorism,  organised  crime  and  the  drug  trade;  but  also  moving  towards  a 
Community-wide  immigration  and  political  asylum  policies. 

The  Treaty  of  Union  proved  to  go  far  beyond  what  the  European  public,  (which 
had  been  hardly  mformed  or  consulted  at  all),  was  prepared  to  stomach.  In  Denmark, 
the  referendum  calling  for  ratification  of  the  Treaty  was  defeated.   In  France,  a 
similar  referendum  was  won  by  a  whisker.   In  Germany  the  upjjer  house  insisted  that  it 
should  be  consulted  whenever  further  moves  towards  integration  were  contemplated. 
In  Britain.  Parliament  is  still  locked  in  dispute  over  the  Treaty,  and  the  ruling 
Conservatives  are  seriously  split  on  the  issue. 

In  short,  the  European  leaders  have  been  badly  singed  by  public  reaction. 

IL   The  .Next  I!)cvelopmenls:  1993  on 

The  next  major  issue  facing  the  Community  is  enlargement.  Negotiations  are 
beginning  this  year  with  four  candidates  for  full  membership:  Austria,  Sweden,  Finland 
and  Norway.   All  are  likely  to  join,  and  all.  being  relatively  rich  countries,  are  seen  as 
assets  to  the  Community.   After  them,  the  Eastern  Europeans  (Poland.  Czech  Republic. 
Slovakia.  Hungary)  are  in  the  queue,  as  are  Cyprus.  Malta  and  Turkey.   These  latter 
countries  pose  much  greater  difficulties  for  the  Community. 

Enlargement,  even  from  twelve  to  sixteen,  let  alone  twelve  to  twenty  or  twenty 
three,  will  compel  the  European  Community  to  review  and  alter  its  institutions.  Some. 
like  the  nuropean  Commission,  would  be  too  big  to  tie  viable  unless  the  basis  or 
representation  (two  Commissioners  for  a  big  country,  one  for  a  small  country)  is 
changed.   linlargcmenl  is  likely  to  bring  radical  overhaul  of  the  Community's 
institutional  structures,  which  will  be  discussed  at  an  intergovernmental  summit 
planned  for  1996.   This  summit  will  also  have  to  consider  greater  openness  and  greater 
involvement  of  member-stale  Parliaments  and  publics  in  the  Community's 
policy-making.   The  fundamental  question  to  be  resolved  is  whether  the  European 
Comnuiiutv  will  move  towards  a  federal  union,  or  move  towards  a  two  or  three  speed 
lAirope.  known  an  "variable  geometry"  to  the  insiders. 
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Question  II.   IJ.S.-E.C.  relations:  how  should  U.S.  (and  E.G.)  policy  change? 

1.  There  is  a  real  danger  that  relations  between  the  United  States  and  the 
European  Community  will  get  bogged  down  in  trade  disputes.   The  United  States 
regards  the  European  Community's  public  procurement  policy  as  protectionist.   The 
European  Community  regards  the  cancellation  of  talks  on  these  issues  by  the  U.S. 
Trade  Representative.  Mr.  Mickey  Kantor,  late  last  week,  as  unhelpful  and 
provocative.   The  situation  is  made  more  difficult  by  politics:  the  Clinton 
Administration's  desire  to  show  that  it  is  on  the  side  of  American  business,  the 
Community's  fear  that  the  current  elections  in  France  could  produce  a  more 
protectionist  government  there. 

2.  Trade  is  important,  but  on  all  these  issues  a  compromise  can  be  reached. 
Trade  issues  are  dwarfed  by  the  enormous  threats  now  posed  to  political  stability  in 
Europe.    It  would  be  tragedy  if  the  absolute  necessity  for  solidarity  and  common 
purpose  among  the  Western  allies  were  to  be  put  at  risk  by  trade  disputes. 

3.  Russia  is  on  the  brink  of  chaos.   It  is  not  clear  whether  Yeltsin  can  hold  on. 
on  whether  decrees  he  issues  will  be  implemented.   Local  warlords  and  local  political 
leaders  are  already  staking  out  their  claims.  Some  republics  or  autonomous  regions  like 
Georgia  and  Nagorno-Karabak  are  already  in  a  state  close  to  civil  war.   The 
implications  of  a  breakdown  of  government  authority  in  Russia  are  enormous:  violence, 
disease  and  the  uprooting  of  yet  more  hundreds  of  thousands  of  people,  many  of  whom 
will  become  refugees. 

4.  Western  European  countries,  especially  Germany,  Austria,  and  Hungary,  are 
already  awash  in  refugees.   The  refugee  problem  in  turn  feeds  pwlitical  extremist  and 
national  groups.    In  the  recent  Hesse  (state)  elections  in  Germany,  the  extreme 
neo-fascist  Right  got  8  1/2  percent  of  the  votes,  very  high  by  previous  standards.   A  new 
tide  of  Russia  and  C.I.S.  refugees  could  destabilise  even  the  prosperous  countries  of  the 
European  Community. 

There  is  therefore  a  willingness  among  some  powerful  governments  in  Western 
Europe  to  entertain  the  idea  of  a  joint  US/Canadian/EC  political  initiative  towards 
Russia  and  the  other  CIS  republics. 

5.  President  George  Bush's  Administration  began  an  exciting  new  program  for 
strcngthcnuig  democracy  in  the  CIS  called  "the  rule  of  law"  programs.   The  Clinton 
.Xdmmistration  has  emphasized  its  own  commitment  to  human  rights  and  the 
strengthening  of  democratic  institutions  which  this  program  addresses. 

6<a)   The  European  Community  and  its  member  states  have,  since  1990, 
contributed  over  62%  q£  aii  Western  aid  to  the  new  democracies  of  Central  and  Eastern 
Europe,  the  U.S.  12.5%.    While  U.S.  aid  to  regions  is  relatively  small,  a  larger  part  of 
L'.S.  aid  is  in  llic  form  of  grants  rather  than  loans. 

.Any  new  initiative,  to  develop  and  strengthen  civil  society  in  the  CIS,  by 
providing  training,  sending  experienced  advisors  in  public  administration  to  serve  for 
several  months  or  longer,  (not  three  days  experts  who  fly  in  and  out),  and  to  offer 
internships  and  scholarships  in  the  West,  could  be  mounted  jointly  with  the  European 
Coniiiuuuiv  ;ind  be  co-financed  by  it.    At  present.  U.S.  Government  agencies  like 
LSAin  ;tnd  LSIA.  and  European  Community  agencies  like  the  Phare  program,  work 
separately     It  is  near  to  imf)Ossible  to  get  funding  for  joint  projects  in  which  American 
and  I'uropcans  operate. 
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b)  U.S.  policy  towards  the  new  democracies  of  Central  and  Eastern  Europe  is 
not  coordinated  with  European  Community  policy.   It  should  be.  The  democraaes  of 
Central  and  Eastern  Europe  regard  the  United  States  as  their  beacon  and  mentor,  the 
great  example  of  democracy,  but  they  are  disappointed  by  the  scale  and  character  of 
the  U.S.  response  to  their  needs.  Furthermore: 

i)  most  of  them  are  Parliamentary  democracies  whose  political  systems  resemble 
those  of  Western  Europe  rather  than  the  separation  of  powers  systems  that 
characterizes  the  United  States. 

ii)  most  of  them,  specifically  Hungary,  the  Czechlands,  Slovakia  and  Poland,  are 
already  associate  members  of  the  European  Community  and  intend  to  join  as  full 
members  by  the  end  of  the  decade.  The  advice  they  get,  on  econommic  policy,  public 
administration,  law  etc.  therefore  needs  to  be  compatible  with  belonging  to  CJommunity 
institutions.  Otherwise  they  will  find  they  need  to  adjust  their  legislation  all  over  agam 
by  1997  or  1998. 

iii)  the  argument,  therefore,  for  a  multilateral  approach  is  powerful.  The 
countries  of  Central  and  Eastern  Europe  should  make  their  own  choices  as  free 
countries  among  the  different  models  afforded  them.   They  should  hear  from  us  what 
are  the  strengths  an*!  the  weaknesses  of  our  respective  systems.  No  one  should  thrust  a 
British,  or  French,  or  American  model  down  their  throats. 

PROJECT  LIBERTY 

An  Example:  Project  Liberty 

Project  Liberty,  which  I  direct  at  the  John  F.  Kennedy  School  of  Government, 
Harvard  University,  has  conducted  three  workshops  in  Central  and  Eastern  Europe  in 
conjunction  with  local  schools  of  public  administration,  on  reforming  the  civil  service. 
We  have  taught  public  administration,  public  finance,  the  administration  of  justice, 
public  accountability  and  client-related  management  to  senior  civil  servants  drawn 
from  the  whole  of  the  region,  and  to  Ministers,  in  Czechoslovakia  (in  June  1992,  just 
before  the  break-up),  in  Poland  (Jan.  1993)  and  in  Ukraine  (Jan.  1993).   These 
workshops  were  so  well  received  that  we  have  already  been  asked  by  the  Prime 
Minister  of  Estonia. 

Mr.  Mart  Laar.  and  the  director-general  of  the  Hungarian  National  School  of 
Public  Administration.  Dr.  Andres  Baka,  are  to  conduct  similar  workshops  in  their 
countries  too.   One  significant  factor  of  all  these  workshops  is  that  the  faculty  has  been 
drawn  mainly  from  the  U.S..  but  has  also  included  experts  from  France  and  Great 
Britain.   This  mixed  Western  faculty  enables  comparisons  to  be  made  and  tailors  the 
course  much  more  closely  to  the  needs  of  the  Eastern  European  participants.   But  it  is 
very  tough  indeed  to  get  any  public  money  for  such  collaborative  programs,  however 
successful  they  may  be. 
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Skat  Vcnua 

HARVARD  UNIVERSITY 

Shirley  Williams  is  Public  Service  Professor  of  Electoral  Politics 
and  director  of  Project  Liberty,  a  multinational  project  aimed  at 
providing  assistance  to  the  emerged  democracies  of  Eastern  and 
Central  Europe,  at  the  Kennedy  School  of  Government.  Professor 
Williams  teaches  courses  on  the  European  Community,  Electoral  and 
Advocacy  Politics,  Women  in  Politics,  and  Science  and  Technology. 

BRITISH  PUBLIC  SERVICE  CAREER 

The  Right  Honourable  the  Baroness  Williams  was  elevated  to  the 
United  Kingdom's  House  of  Lords  on  January  1,  1993.  Lady  Williams 
served  in  the  British  Parliament  as  a  member  of  the  Labour  Party 
from  1964-1979,  and  again  as  the  first  elected  member  of  Parliament 
of  the  Social  Democratic  Party  (SDP)  from  1981-1983.  She  co- 
founded  the  SDP  in  1981  and  was  elected  to  serve  as  President  from 
1982-88.  She  became  a  member  of  the  British  Government,  serving 
from  1966-67  as  Parliamentary  Secretary,  Ministry  of  Labour;  1967- 
1969  as  Minister  of  State  for  Education  and  Science;  and  1969-70, 
Minister  of  State,  Home  Office;  and  she  again  served  in  the 
Government  from  1974-1979  as  Secretary  of  State  f6r  Prices  and 
Consumer  Protection  (1974-1976),  Paymaster  General  (1976-1979),  and 
as  Secretary  of  State  for  Education  and  Science  (1976-1979) .  In 
1974  she  was  made  a  Privy  Counsellor. 

EDUCATION 

-  Oxford  University,  Open  Scholar,  1948;  BA,  1951;  MA,  1954; 
Fulbright  Scholar,  Columbia  University,  New  York,  1951-1952. 

BOARD  OF  DIRECTORS: 

IMI-Kiev,  Ukraine,  September  1989-present ;  Trustee,  Twentieth 
Century  Fund,  New  York,  1976-present;  Education  Development 
Corporation,  Newton,  Massachusetts,  1990-present;  Strengthening 
Democratic  Institutions,  Harvard  University,  1990-present;  Project 
for  Economic  Reform  in  Ukraine  (PERU) ,  Harvard  University,  1990- 
present;  Council  of  (Foreign)  Advisors  to  Presidium  of  Ukraine, 
1991-present ;  Council  of  Advisors  to  the  Presidium,  Russian 
Republic,  1991-present. 

RECENT  PUBLICATIONS: 

-  Williams,  Shirley  and  Edward  Lascher,  eds..  Beyond  Ambition:  the 
Career  Paths  of  American  Politics  (IGS,  University  of  California, 
Berkeley:  Berkeley,  1993). 

-  Williams,  Shirley,  "Sovereignty  and  Accountability  in  the 
European  Community,"  in  R.  O.  Keohane  and  S.  Hoffmann  (eds.).  The 
New  European  Community:  Decision-making  and  Institutional  Change 
(Westview  Press:  Oxford,  1991). 

-  Williams,  Shirley,  "The  Swing  of  the  Pendulum:  Financing  of 
British  Universities  from  the  1960s  through  the  1980s"  in  D. 
Zinberg's  (ed.)   The  Changing  University  (NATO  ASI  Series,  1991) 

[contact:  Edward  F.  Flood:  tel:  617.495.5644;  fax:  617.496.4474] 
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G-24  Scoreboard  -  Explanatory  MfitfiS 
The  G-24  Scoreboard  consists  of  several  separate,  but  related  tables: 

-  Summary  Table  -  Global  Cumulative  Commitments 

-  Distribution  of  Assistance 

-  Donors  by  Recipients 

-  Donor  Reporting  Table  (Sector  of  Destination  by  Type 

of  Assistance) 

Donors  by  Sector  of  Destination 
Donors  by  Type  of  Assistance 
Recipients  by  Sector  of  Destination 
Recipients  by  Type  of  Assistance 

-  G-24  Public  Emergency  Aid  to  Ex-Yugoslavia 

The  following  points  should  be  noted  and  taken  into  consideration  when  analysing  the  figures 
which  are  represented  in  the  various  Scoreboard  tables: 

A.  The  Summary  Table  -  Global  Cumulative  Commitments 

The  Summary  Table  groups  donor  commitments  into  six  categories:  Economic 
Restructuring  Assistance;  Macro-Financial  Assistance;  Emergency  Assistance;  Official 
Export  Credits;  Official  Support  for  Private  Investment;  and  Non-Specified  Assistance. 
The  contributions  of  the  IFI's  are  listed  at  the  bottom  of  the  page,  and  added  to  the 
G-24  total,  to  arrive  at  the  Grand  Total.     Values  are  listed  in  ECU  and  US$. 

1.  Economic  Restructuring  Assistance  covers  assistance  programmes  for  the 
development  of  social  and  economic  infrastructure  (education  health, 
government,  energy,  environment,  transport,  communications),  productive 
sectors  (agriculture,  industry,  trade),  and  multi-sector  assistance. 

2.  Macro-Financial  Assistance  is  a  combination  of  commitments  such  as  balance 
of  payments  assistance,  structural  adjustment  assistance,  and  debt  relief. 

3.  Emergency  Assistance  tallies  food  aid  and  other  emergency  actins. 

4        Official  Export  Credits  covers  all  officially  supported  credit  and  guarantee 

facilities.     The  amounts  recorded  represent  the  ceilings  of  the  facilities,  not  the 
actual  level  of  use.     Values  in  this  category  which  coincide  with  the  previous 
three  categories  are  only  counted  as  Export  credits,  to  avoid  double  counting. 
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statement  of  Robert  D.  Hormats 
Vice  Chairman,  Goldman  Sachs  International 

Before  the  Committee  on  Foreign  Affairs 

United  States  House  of  Representatives 

March  18, 1993 

American  Policy  Toward  Europe  in  the  1990s 


I  appreciate  the  opportunity  to  appear  before  this  committee  to  discuss  US-European 
relations. 

A  few  years  ago  one  could  identify  two  clearly  defined  forces  operating  on  the  European 
continent:  in  Westem  Europe,  centripetal  forces  of  increasing  integration  and  unity;  in  Eastern  and 
Central  Europe  and  the  former  Soviet  Union,  centrifugal  forces  of  disintegration  and  disunity. 
Progress  toward  a  single  Market,  monetary  union,  and  enhanced  political  cooperation,  plus  the 
prosperity,  moral  authority  and  sense  of  self  confidence  in  the  European  Community  stood  in  stark 
contrast  to  the  fragmentation,  ethnic  dissension,  rising  nationalist  animosities,  and  economic 
decline  in  much  of  the  eastern  part  of  the  continent. 

Now  we  see  a  more  mixed  picture.  In  Western  Europe  the  momentum  toward  unity  has 
slowed.  Although  the  Single  Market  was  largely  completed  as  planned  by  the  end  of  1992, 
monetary  union  now  appears  far  less  likely  by  the  end  of  this  decade  and  political  union  is  less 
certain;  the  Maastricht  Treaty  enjoys  only  lukewarm  public  support.  And  virtually  every  nation  of 
the  region  is  suffering  from  recession  or  slow  economic  growth,  conditions  which  also  make  groups 
of  their  citizens  hostile  to  the  large  scale  immigration  that  has  occurred  due  to  ethnic  friction  and 
nationalistic  strife  in  Eastern  Europe  plus  the  desire  of  many  easterners  to  obtain  better  jobs  in  the 
West. 

In  this  environment  it  is  all  too  easy  to  loss  sight  of  the  accomplishments  of  Westem  European 
nations  in  the  last  50  years.  During  that  period  America's  Western  European  allies  have  been 
staunch  members  of  NATO;  together  with  the  US  and  Canada  their  military  commitments  and 
political  resolve  have  contained  communism  and  provided  the  moral  authority  and  democratic 
models  that  helped  bring  about  its  collapse  in  the  East.  They  have  achieved  dramatic  increases  in 
living  standards,  provided  safe  haven  to  many  millions  of  political  and  economic  refugees,  and  built 
a  strong  Economic  Community  that  has  led  to  dramatic  intra-European  increases  in  trade,  labor 
mcb!!i^/.  capita!  movement  and  investment. 

The  weakening  economic  picture  and  the  loss  of  momentum  toward  unification  have  been 
caused  by  and  complicated  Western  Europe's  capability  to  cope  with  four  recent  sea  changes: 

The  collapse  of  the  Soviet  Union  and  the  dissolution  of  the  Soviet  Empire; 
-     The  unitication  of  Germany  and  the  attendant  financial  costs; 

The  imminent  reduction  ol  the  American  troop  presence  in  Western  Europe; 

The  existence  of  a  full  scale  war,  coupled  with  starvation,  concentration  camps  and  ethnic 

genocide,  in  Eastern  Europe  --  within  a  one  hour  plane  ride  from  most  Western  European 

capitals. 

How  should  the  US  relate  to  the  rapid  changes  taking  place  in  Europe?  in  recent  years  the 
nature  of  America's  European  policy  has  been  hard  to  discern.  Much  effort  was  devoted  in  the  late 
1980  s  to  the  future  of  the  Soviet  Union  and  then  to  the  future  of  Russia.  President  Bush 
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appropriately  sought  to  work  with  America's  Western  European  allies  in  this  effort  through  the 
Group  of  Twenty  Four  (the  member  nations  of  the  OECD).  In  the  area  of  trade,  the  primary 
disputes  have  related  to  ongoing  tension  over  EC  agricultural  subsidies,  an  issue  impeding 
progress  in  the  Uruguay  Round  of  multilateral  trade  negotiations.  Currency  issues  have  arisen  with 
moderate  frequency,  largely  reflecting  a  lack  of  consensus  in  the  Group  of  Seven  and  the 
accordance  of  a  lower  priority  to  US-EC  currency  issues  on  both  sides  of  the  Atlantic  as  the 
Europeans  have  become  more  preoccupied  with  the  instability  of  currencies  within  the  EC's 
Exchange  Rate  Mechanism.  On  numerous  occasions  the  US  has  pressed  European  nations, 
particularly  Germany,  to  lower  interest  rates  to  help  boost  US  exports  and  hence  US  economic 
recovery;  the  Bundesbank,  fearing  Germany's  own  large  tMjdget  deficits  and  inflationary  pressures, 
has  largely  resisted  outside  pressures  in  this  regard. 

POUCIES  FOR  THE  DECADE  AHEAD 

US  Goals 

The  preeminent  American  policy  goal  in  Europe  in  the  1990s  should  be  to  ensure  an  orderly 
adjustment  to  post-Cold  War  era  -  an  adjustment  that  fosters  sustained  peace  and  stability  on  the 
continent,  strengthens  prospects  for  democracy,  and  bolsters  prosperity  and  free  martlets. 

At  stake  in  the  current  turmoil  in  Moscow  is  not  just  who  will  rule  Russian  but  what  kind  of 
country  Russia  will  be:  Will  it  cooperate  with  the  West  in  regions  such  as  the  Middle  East,  and  on 
arms  control  and  nuclear  proliferation?  Will  it  embark  on  a  nationalist  course  harmful  to  its  Eastern 
and  Western  European  neighbors  and  to  global  stability?  Will  it  fragment  into  seething  and 
fractious  ethnic'groups  avenging  themselves  on  one  another?  Will  its  economy  collapse  into 
hyperinflation,  a  late  20th  century  version  of  the  Weimeir  Republic,  with  all  the  risks  that  entails? 
How  fast  and  in  what  ways  will  economic  reforms  take  place? 

The  outcome  of  the  epic  struggle  now  taking  place  in  Russia  will  affect  the  future  shape  of  the 
entire  continent  of  Europe  and  of  the  Atlantic  Alliance  for  decades,  with  profound  implications  for 
American  defense  spending  and  for  this  nation's  domestic  economic  prospects. 

Western  policy  should  have  four  interrelated  components  that  involve  intensive  cooperation 
between  the  US  and  its  major  European  allies: 

--  An  urgent,  coordinated  and  comprehensive  economic  assistance  strategy  for  Russia  that 
focuses  on  high  impact  programs  which  support  economic  and  political  reform. 

"  A  'nuclear  strategy'  aimed  at  reducing  the  nuclear  arsenal  of  Russia  and  its  CIS 
neighbors,  preventing  the  proliferation  of  the  nuclear  weapons  and  shutting  down,  or 
dramatically  improving  the  safety  of,  nuclear  reactors  in  the  Former  Soviet  Union  and 
Eastern  Europe. 

"  support  for  closer  economic  and  trade  cooperation  between  the  European  Community  and 
the  key  reforming  nations  of  Eastern  Europe,  particulariy  Poland,  Hungary  and  the  Czech 
Republic,  including  support  for  their  ultimate  membership  in  the  EC. 

"  A  trade  and  financial  strategy  that  advances  US  economic  interests  in  the  area  by 
promoting  greater  access  to  the  EC  market  for  American  goods  and  diminished  agricultural 
and  industrial  EC  subsidies,  while  also  encouraging  EC  policies  that  boost  imports  from, 
and  enable  the  Community  to  remain  a  strong  anchor  of  stability,  for  nations  to  the  east. 
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RUSSIA 

The  West  cannot  wait  for  a  full  scale  IMF  stabilization  program  to  provide  more  eissistance  to 
Russia.  Given  Russia's  roughly  2000%  rate  of  inflation  last  year,  an  IMF  program  in  the  near  term 
is  highly  unlikely.  The  aim  of  US.  and  overall  western,  assistance  should  be  to  have  an  immediate 
and  substantial  economic  and  political  impact,  that  bolsters  prospects  for  Russia's  reforms  and  its 
reformers: 

--  humanitarian  assistance,  including  medicine,  hospital  equipment  and  food  aid.  This  will 
demonstrate  to  Russians  that  western  aid  is  not  (cis  many  Russians  suspect  much  western  Eud  has 
been)  for  self-serving  purposes.  Establishing  an  intemational  fund  to  be  administered  by  the  World 
Bank  to  provide  money  to  meet  basic  needs  for  displaced  workers,  particularly  In  defense 
industries,  and  pensioners  would  also  be  an  important  humanitarian  gesture  which  could  help  head 
off  social  instability. 

--  creation  of  a  Russian  Enterprise  Fund  similar  to  those  already  demonstrably  successful  in 
investing  in  private  enterprise  in  Hungary,  Poland  and  the  Czech  and  Slovak  Republics. 

--  quick  agreement  on  the  rescheduling  Russian  and  other  CIS  debts.  This  would  be 
important  in  its  own  right  and  to  allow  the  resumption  of  agricultural  and  other  export  credits.  New 
agricultural  export  credits  should  be  provided  as  soon  as  possible  under  GSM  programs. 

-  target  bilateral  and  multilateral  assistance  on  the  most  promising  agents  and  instruments  of 
reform;  private  enterprises,  cities,  regions  and  organization  that  are  at  the  forefront  of  the  reform 
process  but  require  new  resources  to  move  forward.  This  targeted  or  "grass  roots"  approach 
recognizes  the  hard  reality  that  economic  power  is  increasingly  in  the  hcinds  of  regions  and  entities 
outside  the  control  of  Moscow  and  its  Ministries.  Those  that  are  most  reform-oriented  should  be 
supported  enthusiastically.  The  progress  made  in  privatizing  Russian  companies  means  that  there 
are  worthwhile  private  corporate  candidates  to  support  through  market  oriented  loans  or  equity.  At 
the  same  time,  the  West  should  make  it  clear  that  the  goal  of  western  assistance  is  not  the 
dismemberment  of  Russia,  but  the  enheincement  of  its  economic  prospects  as  a  unified  country. 

--  improve  coordination  of  western  assistance  by  appointing  single  western  coordinator 
reporting  to  the  Group  of  Seven;  this  person  would  work  closely  with  officials  of  the  IMF,  World 
Bank  and  European  Bank  for  Reconstruction  and  Development.  Designating  such  a  person  would 
be  in  the  tradition  of  Herbert  Hoover  coordinating  aid  for  Europe  after  world  War  I  and  Herbert 
Lehman  after  World  War  II.  Candidates  would  be  individuals  of  the  stature  of  Paul  Volker,  Gerald 
Corregan.  Karl  Otto  Pohl  or  Raymond  Barre.  A  coordinating  structure  of  senior  foreign,  finance 
and  trade  ministry  officials  should  be  established  by  the  Group  of  Seven.  A  similar  group  of  senior 
embassy  coordinating  officials  should  be  established  in  Moscow. 

NUCLEAR  COOPERATION 

A  major  western  objective  must  be  to  work  with  military  and  civilian  authorities  to 
decommission  nuclear  weapons,  improve  reactor  safety  and  prevent  proliferation.  The  economic 
aspects  of  this  question  involve  improving  Russian  trade  opportunities  in  the  West  to  reduce 
Russia's  incentives  to  allow  export  of  weapons  of  mass  destruction  and  to  increase  Russian 
vigilance  with  respect  to  violations.  Closer  ties  to  the  military  could  be  established  by  western 
nations  by  bolstering  the  program  launched  earlier  by  Germany  to  finance  housing  for  troops 
returning  to  Russia  form  Eastern  Europe  and  help  them  to  return  to  the  civilian  sector  through 
increased  training  in  non-military  production. 
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THE  EC  AND  EASTERN  EUROPE 

The  US  should  support  as  an  ultimate  goal  for  EC-Eastern  European  relations  the 
membership  in  the  EC  o(  Poland.  Hungary,  the  Czech  Republic  and  Slovak  Republic  based  on  a 
timetable  and  set  of  realistic  conditions.  Memt>ership  will  both  improve  the  economic  outlook  for 
these  countries  and  reduce  prospects  for  extremist  nationalism.  The  likelihood  of  future 
membership  of  these  eastern  European  nations  in  the  EC  would  be  a  force  for  stability  in  the  region 
should  conditions  in  Russia  deteriorate.  Memt>ership  would  also  solidify  the  network  of  institutional 
linkages  that  bind  Germany  to  Western  European  and  enable  German  policy  to  the  east  to  be 
carried  out  in  an  EC  context.  Finally,  it  will  harness  the  prospects  of  future  growth  in  Eastern 
Europe  to  the  overjill  benefits  of  the  EC. 

US-EC  TRADE  AND  HNANCIAL  RELATIONS 

The  US  and  the  EC  seem  destined  to  be  engaged  in  an  ongoing  set  of  disputes  over  trade  in 
1993;  whether  similar  disputes  will  continue  In  future  years  will  depend  in  part  on  whether  the  two 
can  resolve  differences  blocking  progress  in  the  Uruguay  Round  of  trade  negotiations. 

Following  the  upcoming  French  elections,  the  US  and  EC  leaders  should  attempt  to  reconcile 
differences  over  agricultural  subsidies  and  market  access  in  farm  products,  thus  unlocking  the  door 
to  further  progress  in  tfie  Round.  On  both  sides  of  the  Atlantic  rates  of  unemployment  are  high;  this 
raises  the  danger  of  an  intensification  of  protectionist  pressures.  The  Clinton  administration  has 
indicated  its  intention  to  seek  renewal  of  "fast  track"  negotiating  authority;  a  one  year  extension 
should  permit  time  for  a  thoughtful  reevaluation  of  American  negotiating  strategy  and  sufficient  time 
to  implement  it.  During  that  period  the  economic  outlook  in  Western  Europe  is  likely  to  improve  as 
interest  rates  on  the  continent  come  down.  That  will  also  be  welcome  to  the  US,  which  could  use 
the  boost  of  additional  exports  to  the  EC.  Success  in  the  Uruguay  Round  would  also  improve 
export  prospects  for  Eastern  Europe,  which  could  take  advantage  of  an  expansion  in  global  trade 
opportunities. 

To  improve  the  atmosphere  for  EC-US  trade  cooperation,  the  US  should  express  a  willingness 
to  help  France  and  Germany  to  maintain  their  currencies  within  the  close  band  of  the  European 
Exchange  Rate  Mechanism  should  they  again  be  forced  by  currency  speculation  to  defend  these 
rates.  By  adding  American  currency  intervention  to  that  of  France  and  Germany  the  prospects  for 
maintaining  relative  stability  between  these  two  currencies  would  be  improved;  such  stability  is 
necessary  to  ensure  that  these  two  currencies  remain  at  the  center  of  the  European  Monetary 
System,  thereby  proving  the  basis  tor  reconstructing  that  system. 
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